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FINANCIAL HIGHLIGHTS FOR 2017 INTERIM RESULTS

EMEEREBRIERAR AR (THMNEE sk The board (the “Board”) of directors (the “Directors”) of Shenzhou
[(AArmEE(EE)E((EEE])MALA  International Group Holdings Limited (“Shenzhou International” or the
AN REMB AR (B AIANEE])EH  “"Company”) is pleased to announce the unaudited interim results of the
E_Z—+FEXNA=1+HIEANEA(EAR]) Company and its subsidiaries (collectively, the “Group”) for the six months
CARERTPHESL  ER_ZT—/NFERHE  ended 30 June 2017 (the “reporting period”), together with the comparative
THEHFT hHXERPHMEHRE AL  amounts for the corresponding period of 2016. The interim results and
B WELKARTERZEREMH- interim financial statements have not been audited but have been reviewed
by the Company’s Audit Committee.

FTERERERRBELE > COMPARISON OF KEY FINANCIAL
[ INFORMATION AND FINANCIAL RATIOS

REE
Unaudited

BEAA=1THLAEA

For the six months ended 30 June

—E—+tF
2017
AR¥ET T
RMB’000

tHE 5 Sales 8,263,585 6,951,773

E 7 Gross profit 2,616,343 2,215,781

% ¢ A1 AR Profit before tax 2,080,166 1,753,794

KRR A RS E A B RS Profit attributable to equity holders of the Company 1,798,664 1,449,896

EFE (%) Gross profit margin (%) 31.7 31.9

) & (%) Net profit margin (%) 21.8 20.9

FlRAEF (AR Earnings per share (RMB) 1.27 1.04

—E—+tF
ANA=1H
30 June 2017
ARET T
RMB’000

BERE Total assets 22,353,903 21,816,062?

48 = Total equity 18,360,966 15,309,602?

BEehBEEEEY Cash and cash equivalents 1,972,595 2,105,184@

BEAXRBEHE RO Gearing ratio™ 12.1 30.8

Mk i = Current ratio 3.9 4.1

fEURBR TRz AEE(H) Accounts receivables turnover period (days) 55 56

FEZEA®HA) Inventory turnover period (days) 129 124

B E Notes:

1. BARABUHERZAEAREBELERE(BFET 1. Gearing ratio represents the ratio between total borrowings outstanding (including
MRESZEBBSHBERBITER) BAQ the balance of debt component of convertible bonds and bank loans) and equity
AIRERAEARERER X attributable to equity holders of the Company.

2. T -AREF+_A=t+—RAZDBE&REE- 2. The figures as at 31 December 2016 were audited.

wnEmemereRsg & wmEms 2007
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MANAGEMENT DISCUSSION AND ANALYSIS
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Shenzhou International Group Holdings Limited

The following management discussion and analysis should be read in
conjunction with the Group’s unaudited interim condensed consolidated
financial statement for the six months ended 30 June 2017 and its notes
(“financial statement”) contained in this interim report.

BUSINESS REVIEW

According to statistical data from the China Customs, the total export value
of Chinese textile and garment products (including textile yarns, fabrics and
finished products as well as garments and apparel accessories, referred the
same as below) from January to June 2017 was US$124.05 billion
representing a growth of approximately 2.2% over the same period last year.
Out of the total export value, the export value of textile products amounted
to US$53.12 bhillion, representing a growth of approximately 3.1% over the
same period last year; the garment export value amounted to US$70.93
billion, representing a growth of approximately 1.4% over the same period
last year. During the reporting period, China’s textiles and apparel industry
came under the pressure of sustained rise in costs, weakening the industry’s
traditional advantage, and its exports to the three major markets of the EU,
the US, and Japan continued to fall. Out of the export value of apparel: the
export value to the EU was US$15.97 billion, representing a fall of
approximately 3.0% over the same period last year; the export value to the
US was US$14.44 billion, representing a fall of approximately 0.7% over the
same period last year; the export value to Japan was US$7.16 billion,
representing a fall of approximately 1.1% over the same period last year. Out
of the exported apparel, the export value of knitwear from January to June
2017 was US$26.99 billion, representing a fall of 9.5% over the same period
last year.

6 INTERIM REPORT 2017
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

As for the domestic apparels consumption market, according to data from the
National Bureau of Statistics, of the total retail sales of products manufactured
by enterprises above designated size from January to June 2017, total retail
sales of apparels, footwear and headwear, and knitted products was
RMB717.2 billion (including total retail sales of apparels of RMB506.3 billion)
representing a growth of approximately 7.3% over the same period last year
(growth of apparels was approximately 6.8% over the same period of last
year), maintaining basically the same extent of growth over the same period
last year. However, as the income of the mainland China populace rises, and
with new constructions of large scale shopping centers and the rise of online
shopping making consumer shopping even more convenient, there will be
continued stimulus for the growth in domestic apparel consumption demand.

Vietnam has become a major country for the migration of China’s textiles and
apparels industry, with its apparel exports value continuing to grow in recent
years. According to statistical data from the Vietnam Customs, from January
to June 2017, the export value of Vietnam's textiles and apparels industry was
approximately US$11.75 billion, representing a growth of approximately 8.5%
over the same period last year. This includes an export value of approximately
US$5.75 billion to the U.S., representing a growth of 6.1% over the same
period last year, and an export value of approximately US$1.37 billion to
Japan representing a growth of approximately 7.6% over the same period last
year. For January to June 2017, Vietnam'’s import value of fabrics from foreign
country was approximately US$5.49 billion, representing a growth of
approximately 8.4% over the same period of last year, of which an import
value of fabrics from China of approximately US$2.91 billion, representing a
growth of approximately 10.5% over the same period last year; Vietnam's
export value of yarns was approximately US$1.67 billion, representing a
growth of 26.5% over the same period of last year, of which US$930 million
worth was exported to China, representing a growth of 29.5% over the same
period of last year's figure of US$720 million. For Vietnam's apparels industrial
chain, reliance on imported fabrics from foreign country is relatively high,
while its upstream supply of yarns is relatively sufficient. The advancement of
the negotiation of the Vietnam—European Union Free Trade Agreement (VEFTA)
could see a lowering of tariffs of Vietnamese apparels exported to the EU.
According to reports, the VEFTA document has entered to the review stages
and will formally come into effect in 2018 if it receives approval from the EU
Council and the European Parliament.

Within the reporting period, production costs of the industry have continued
to increase, particularly in the inflation of wage costs and dye prices which
has negative effects for the profitability of our enterprise; there is also a small
rise in the prices of yarns of main raw materials; the exchange rate of the
Renminbi against the US Dollar changed to the appreciation again during the
reporting period further increased the operating pressure of export
enterprises. Weak demand and rising costs remain the main challenge faced
by the industry.

FEIERE 2017
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Shenzhou International Group Holdings Limited

From January to June 2017, the sales revenue and operating results of the
Group continued to maintain an ideal growth, with sales revenue and gross
profit growing by 18.9% and 18.1% respectively over the same period of
2016, and net profit after tax increased by 24.1% over the same period last
year, realising earnings per share of RMB1.27. During the reporting period,
the management and operations of the Group’s overseas production bases
achieved further results; the promotion of streamlined production
management and increase in application of automation equipment has
stimulated continued growth in the Group’s productivity; while expanding
production capacity of the Group’s overseas bases, the Group has also
gradually conducted renewal and transformation of the production line of the
domestic bases. At the same time as we achieve business growth, the Group
also values strengthening the sustained development capacity of the
enterprise.

Within the reporting period, management of our overseas production bases
achieved further upgrade, while production capacity has also greatly increased
over the same period of last year, effectively reducing the pressure of fixed
costs amortising. In particular, increase in the production capacity and
productivity of the Vietnam fabrics factory has provided production capacity
compensation during the renewal transformation of the domestic fabric
factory’s old assembly line while securing the stable growth of the Group's
business at the same time. The Vietnam special fabrics project has also
successfully commenced production during the reporting period, providing a
foundation for the next step in the expansion of our production capacity. The
Group has preliminarily formed stable management teams in our overseas
bases, and is gradually training outstanding local staff to join the management
teams through the help of the Chinese management staff.

During the reporting period, the rapid rise of wage costs has brought about
rather large operation pressure, but as the Group also maintained growth in
productivity, particularly through the application of expanded automation
equipment and sustained improvement in streamlined production
management in the clothing manufacturing process, we have effectively
reduced the operation pressure arising from costs inflation. Recruitment of
new staff for the Vietnam clothing manufacturing factory met expectations,
and worker productivity has also gradually increased. The Group's self-built
“Shenzhou School of Management” has, through sustained lessons and
training, continuously raised the operating quality of our management staff,
and further through interaction and sharing of experience among different
teams, promoted the elevation of our general management standards.

8 INTERIM REPORT 2017
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Within the reporting period, the Group has conducted a renewal of old
production assembly lines in the domestic fabric bases in batches, with the
new production assembly line having more savings in the consumption of
water resources and energy, while there was also elevation in the levels of
automation and informatisation. Additionally, the Group has conducted a
renewal transformation of running water and sewage pipe facilities, effectively
preventing the phenomenon of leakage in old pipes. In the area of exhaust
treatment and reuse of heat energy, the Group has entered into a
technological collaboration with subordinate units of the China Academy of
Science, striving to achieve energy savings and emissions reduction goals
through resolving the difficult issue of exhaust treatment during the
production process. The Group is currently conducting a trial heat energy
transformation project using natural gas as fuel, and will determine based on
the trial results our future energy consumption structure.

THE GROUP’S OPERATING RESULTS

Revenue

The Group's revenue for the six months ended 30 June 2017 increased by
RMB1,311,812,000, or approximately 18.9%, to RMB8,263,585,000 from
RMB6,951,773,000 over the six months ended 30 June 2016. During the
reporting period, the Group’s sales revenue maintained an ideal growth,
mainly due to 1) the Vietnam production plant’s expansion of scale increasing
the production capacity of the Group; 2) continued increase in worker
productivity; and 3) sustained growth in the demand and orders from major
clients.

The comparison of the revenue of the Group for the six months ended 30
June 2017 and the six months ended 30 June 2016 by product categories is
as follows:

BEANA=TRHLEANER

For the six months ended 30 June

—E-tfF — 2%
2017 2016 Change
AR®B T % AR®ETFIT % ARETTT %
RMB’000 % RMB000 % RMB’000 %

RE Mm@ By products

EEfE Sportswear 5,518,787 66.8 4,488,837 64.6 1,029,950 229

NGES Casual wear 2,061,078 249 1,750,491 25.2 310,587 17.7

Ak Lingerie 620,510 7.5 655,016 9.4 (34,506) (5.3)

H fth &1 45 o Other knitwear 63,210 0.8 57,429 0.8 5,781 10.1
HERAAET Total revenue 8,263,585 100.0 6,951,773 100.0 1,311,812 18.9

HOMETRR 2 B IR B R 2 A
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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For the six months ended 30 June 2017, revenue from sale of sportswear
amounted to RMB5,518,787,000, representing an increase of
RMB1,029,950,000 or approximately 22.9% from RMB4,488,837,000 for the
six months ended 30 June 2016. The increase in revenue from sales of
sportswear was mainly attributable to the increase in demand of such apparel
from international brands in the European and the US markets, as well as
increase in demands of sportswear fabric.

Revenue from sale of casual wear products increased by RMB310,587,000, or
approximately 17.7%, to RMB2,061,078,000 for the six months ended 30
June 2017, from RMB1,750,491,000 for the six months ended 30 June 2016,
mainly due to increasing procurement demand of casual wear coming from
the Chinese and Japanese markets.

Revenue from sales of lingerie products decreased by RMB34,506,000, or
approximately 5.3%, to RMB620,510,000 for the six months ended 30 June
2017, from RMB655,016,000 for the six months ended 30 June 2016, mainly
due to the fall in demand of lingerie procurement in the Chinese market.

The comparison of the revenue of the Group for the six months ended 30
June 2017 and the six months ended 30 June 2016 by market regions is as
follows:

BZEXA=+HLXMEA
For the six months ended 30 June

—E—+F ZE—RF #E)
2017 2016 Changes
ARMT T % ARETIT % ARETIT %
RMB’000 % RMB’000 % RMB’000 %
5 By market regions
BREE International sales
(O Europe 1,930,968 23.4 1,519,001 21.8 411,967 27.1
SN Japan 1,496,797 18.1 1,484,553 21.3 12,244 0.8
= us 1,025,146 12.4 707,460 10.2 317,686 44.9
H b5 Others 1,833,661 22.2 1,589,654 22.9 244,007 15.3
o EE /N ET Sub-total for
international sales 6,286,572 76.1 5,300,668 76.2 985,904 18.6
EEE= Domestic sales 1,977,013 23.9 1,651,105 23.8 325,908 19.7
SHE R AR Total revenue 8,263,585 100.0 6,951,773 100.0 1,311,812 18.9

Shenzhou International Group Holdings Limited

INTERIM REPORT 2017

10



BHE-_Z—t&FXNA=+tRHLXMEAR"
AEEBRBMMESE2HEHEEARARE
1,930,968,0007T  REBZE T —"FAA=+
BiE~EA 2 AR®1,519,001,0007t « #& 0T
AR #411,967,0007C © I8 #4) A27.1% ° HIA
BN B RIFIRERIE R - AR EBEREHN
ZmzﬁmiﬁvIE%EKJHW%%#@@%EH&
RI2EBERLEARRNEERGINER 2 £
EERE I8 hN ©

%ﬁ?:%@fti/‘—\ﬂerEi/—wﬁ'
AREBEBRBAMBZHEEERBARE
1,496,797,0000T KB EZT—"NFNA=*
BiE7518 B z A K #1,484,553,0007C © & N
T AR®12,244,0007T + HEIE 4 A0.8% ° HE
HRBHLETFE T ZEABAMBZREHE
B RBEBTREAARERLEFPZERS
o AREBBLOBAFNRE ZIRERTE -

BHE-_ZT—t&FXNA=+RHLXEAR"
AEEBREBMB2HEHEEARARE
1,025,146,0007T  REBEZ T —"F A=+
BN EA 2 AR¥707,460,0007C - #1007
AR #317,686,0007T © #1844 A44.9% > K&
EREEMSZHEARER TZ2EERH
MBZERERERELE  EHHEERZFET
B0 -

PREEE ZEMBEBZEMMIS Z2HE R
)\%Z‘“%hflﬂi‘ﬁ %ﬁ -z t¢/\
:;?—/_\ﬁf_\ﬂi‘f'ﬁit/_\fﬂiﬁaéET%@
15.3% °

HE " Z—+tFXBE=Z1TBIEAEA &K
SERBAMS s HEERLEFRBEER
T197% BABEERZHRKBEEEOAA
R #1,920,327,0000T &8 FERB 2 AR
1,607,933,0007T & 1 T A K #312,394,000
T BB AE194%  c BRTISZHERRE
TZRARERESRERTETHE ZHE £
Tt o

HOMETRR 2 B IR B R 2 A

E 122 51 i b 73 W (&)
MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

For the six months ended 30 June 2017, the Group's revenue from the
European market was RMB1,930,968,000, representing an increase of
RMB411,967,000 or approximately 27.1% from RMB1,519,001,000 for the
six months ended 30 June 2016. During the reporting period, the European
market maintained rapid growth, becoming the Group’s most important
overseas market, mainly due to a rise in procurement demand of sportswear
in the European market and the increase in production capacity of the
Group's overseas bases.

For the six months ended 30 June 2017, the Group's revenue from the
Japanese market was RMB1,496,797,000, representing an increase of
RMB12,244,000 or approximately 0.8% from RMB1,484,553,000 for the six
months ended 30 June 2016. Year-on-year revenue is stable mainly due to a
general decrease in consumer demand of apparel in the Japanese market and
a reduction in the Group’s procurement orders taken from small and medium
Japanese clients in order to protect the production capacity demands of our
core clients.

For the six months ended 30 June 2017, the Group’s revenue from the US
market was RMB1,025,146,000, representing an increase of RMB317,686,000
or approximately 44.9% from RMB707,460,000 for the six months ended 30
June 2016. The dramatic growth of the Group's sales in the US market is due
mainly to ideal growth in demand in the US market, increasing the

procurement orders in sportswear products.

Revenue from other markets including the Republic of Korea, Taiwan, and
Hong Kong continued to maintain fast growth. For the six months ended 30
June 2017, revenue from other markets grew by approximately 15.3% over
the six months ended 30 June 2016.

For the six months ended 30 June 2017, the Group’s revenue from the
domestic market increased by 19.7% over the same period last year. Out of
domestic sales, revenue from garments was RMB1,920,327,000, representing
an increase of RMB312,394,000 or approximately 19.4% from
RMB1,607,933,000 over the same period last year. Revenue growth in the
domestic market is mainly due to increase sales of international sports brands
in the Chinese market.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Cost of sales and gross profit

The Group's cost of sales for the six months ended 30 June 2017 amounted
to RMB5,647,242,000 (for the six months ended 30 June 2016:
RMB4,735,992,000). The Group’s gross profit margin of sales for the six
months ended 30 June 2017 was 31.7%, representing a decrease of
approximately 0.2 percentage point when compared to 31.9% for the six
months ended 30 June 2016. Gross profit margin is basically stable. During
the reporting period, major factors affecting the gross profit margin were the
positive effects on gross profit margin caused by the Group's effective
increase in productivity and continued optimization of product structure, and
such positive factors were mitigated by the inflation of wage costs and raw
material prices.

Equity attributable to equity holders of the Company

As at 30 June 2017, the Group's equity attributable to equity holders of the
Company amounted to RMB18,162,591,000 (at 31 December 2016:
RMB15,092,944,000), of which non-current assets, net current assets, non-
current liabilities and equity attributable to non-controlling interests amounted
to RMB8,810,051,000 (at 31 December 2016: RMB8,980,567,000),
RMB10,080,009,000 (at 31 December 2016: RMB9,741,013,000),
RMB529,094,000 (at 31 December 2016: RMB3,411,978,000) and
RMB198,375,000 (at 31 December 2016: RMB216,658,000), respectively. The
changes in equity attributable to equity holders of the Company are mainly
due to 1) during the reporting period, some holders of convertible bonds
converted their bonds to ordinary shares of the Company; 2) increase in
profitability of the Group; and 3) reduction in reserves during the reporting
period after payment of final dividend for 2016 to shareholders of the
Company.

Shenzhou International Group Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

For the six months ended 30 June 2017, net cash generated from the Group’s
operating activities amounted to approximately RMB1,501,957,000 (for the
six months ended 30 June 2016: RMB1,689,791,000). Cash and cash
equivalents of the Group as at 30 June 2017 was RMB1,972,595,000, of
which RMB855,034,000 was denominated in RMB, RMB1,088,616,000 was
denominated in US dollar, RMB20,989,000 was denominated in Hong Kong
dollar, RMB6,421,000 was denominated in Vietnamese dong, RMB444,000
was denominated in Euro, and the remaining balance was denominated in
other currencies (as at 31 December 2016: RMB2,105,184,000, of which
RMB983,234,000 was denominated in RMB, RMB1,033,681,000 was
denominated in US dollar, RMB35,925,000 was denominated in Hong Kong
RMB39,168,000 was denominated in Euro, RMB12,256,000 was
denominated in Vietnamese dong and the remaining balance was
denominated in other currencies), and the balance of bank borrowings was
RMB1,664,102,000 (at 31 December 2016: RMB1,241,433,000), all being
short-term bank borrowings, the outstanding balance of the liability
component of convertible bonds was RMB525,897,000 (at 31 December
2016: RMB3,410,145,000). The Group’s net borrowings (the balance of bank
borrowings and the liability component of convertible bonds, less cash and
cash equivalents) at 30 June 2017 was RMB217,404,000 (at 31 December
2016: net borrowings was RMB2,546,394,000). Net borrowings decreased by
RMB2,328,990,000, with the dramatic decrease in net borrowings due mainly
to the conversion of convertible bonds into the Company’s ordinary shares
during the reporting period. Excluding the implications of the convertible
bonds, the Group’s net cash as at 30 June 2017 is RMB308,493,000 (at 31
December 2016: net cash was RMB863,751,000).

dollar,

Equity attributable to equity holders of the Company amounted to
RMB18,162,591,000 (at 31 December 2016: RMB15,092,944,000). The
Group was in a good cash flow position, with a debt to equity ratio (calculated
according to total outstanding borrowings (including the balance of the
liability component of convertible bonds) as a percentage of equity
attributable to the equity holders of the Company) of 12.1% (at 31 December
2016: 30.8%).
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Shenzhou International Group Holdings Limited

On 18 June 2014 (the "lIssue Date”), the Company issued convertible bonds
in an aggregate principal amount of HK$3,900,000,000 (equivalent to
approximately RMB3,097,380,000 if calculated at the exchange rate of
HK$1 = RMBO0.7942), bearing a coupon rate of 0.5% and payable semi-
annually. Unless previously redeemed, converted, purchased, cancelled or
otherwise provided in the terms and conditions of the bonds, the maturity
date of convertible bonds is on 18 June 2019 (the “Maturity Date”) and the
Company will redeem the convertible bonds at 103.86% of their principal
amounts on the Maturity Date. The initial conversion price of the bonds is
HK$38.56 per ordinary share (subject to adjustment) and the current
conversion price on the date of disclosure of this report after adjustments is
HK$37.01 per ordinary share. On the Issue Date, the initial recognition
amount of RMB2,846,450,000 for the liability component of the bonds was
calculated using a market interest rate of 3.55% for a non-convertible bond
of same class. Equity component amount of RMB197,140,000 was credited to
the reserves of shareholders’ equity. Net proceeds from the issue of these
bonds were approximately HK$3,832,271,000, which were fully used for
business expansion and for general corporate purpose. During the reporting
period, convertible bonds with an aggregate face value of HK$3,286,000,000
have been converted into shares of the Company, corresponding to an
addition of 87,632,300 shares of the Company’s ordinary shares.

As part of the Group’s overall treasury management policy, the Group
purchased financial products (including entrusted loans, available-for-sale
investments, and pledged deposits) from licensed banks in the PRC to
maximize return on the Group’s idle cash through a legal and low-risk
channel. The applicable size test results in respect of the purchases of these
financial products are all below 5% and thus, these purchases are not subject
to the notifiable transaction requirements under Chapter 14 of the Listing
Rules. The purchases of these financial products were approved by an
investment and lending committee established by the Board to monitor the
execution of the Group’s treasury management policy. Details of these
financial products can be found in notes 17, 18, 19 to the Financial
Statements contained in this report.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Finance costs and tax

For the six months ended 30 June 2017, finance costs increased from
RMB53,724,000 (including: finance costs of convertible bonds of
approximately R\MB46,823,000) for the six months ended 30 June 2016 to
RMB66,521,000 (including: finance costs of convertible bonds of
approximately RMB40,948,000), mainly due to the increase in average
balance of the Group's bank borrowings during the reporting period.

For the six months ended 30 June 2017, income tax expense of the Group fell
from RMB303,763,000 for the six months ended 30 June 2016 to
RMB294,768,000, mainly due to the Group’s subsidiary in Vietnam being
profitable and enjoying preferential income tax policies during the reporting
period, thus lowering the general tax burden of the Group.

Pledge of the Group’s assets

As at 30 June 2017, an amount of approximately US$43,535,000
(approximately RMB300,000,000) of bank balance has been signed with the
relevant bank for a forward exchange contract, while such bank balance is
pledged as deposit to the relevant bank at the same time, and the total
settlement amount in Renminbi at maturity will be RMB302,559,000. Such
pledged deposit accrue interest at a fixed rate of 1.8%, and will mature
within one year from the date of the agreement.

Bank borrowings of the Group in Vietnam amounted to approximately
US$56,535,000 (approximately RMB382,992,000) and outstanding balance
of letter of credit amounted to EUR18,144,000 and US$411,000 (total
approximately RMB143,394,000) were pledged by relevant plant and
equipments of Gain Lucky (Vietnam) Limited. As at 30 June 2017, the costs of
the pledged plant and equipments was US$158,000,000 (approximately
RMB1,070,355,000) and its net book value was US$137,739,000
(approximately RMB933,096,000).

As at 30 June 2017, some of the Group’s time deposits with an amount of
RMB500,000,000 (31 December 2016: RMB500,000,000) were pledged to
secure bank loans granted to the Group. The time deposits have terms of
more than one year and have fixed annual rates of return at 3.5%.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
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Exposure to foreign exchange

As the Group's sales were mainly settled in US dollar, while its purchases were
mainly settled in RMB, the Group’s costs and operating profit margin were
affected by exchange rate fluctuations to a certain extent. The Group adopted
a relevant policy to hedge part of related foreign exchange risks in light of
the existing fluctuations of exchange rate between US dollar and RMB. The
amounts to be hedged depend on the Group’s expected revenue in US dollar,
purchases and capital expenditure, as well as considering the market forecast
of fluctuations in the exchange rate of US dollars against RMB.

As at 30 June 2017, an amount of approximately US$43,535,000
(approximately RMB300,000,000) of bank balance has been signed with the
relevant bank for a forward exchange contract, while such bank balance is
pledged as deposit to the relevant bank at the same time, and the total
settlement amount in Renminbi at maturity will be RMB302,559,000. Such
pledged deposit accrue interest at a fixed rate of 1.8%, and will mature
within one year from the date of the agreement.

To avoid the reduction in the value of future cash flows and the volatility
thereof arising from any exchange rate movement between RMB and US
dollar, the Group has arranged for appropriate number of loans denominated
in US dollars and loans denominated in Hong Kong dollars with linked
exchange rate with US dollars. As at 30 June 2017, of the total amount of
bank loans, there were loans of approximately RMB382,992,000 denominated
in US dollars (approximately US$56,535,000 in original currency), and loans of
RMB781,110,000 denominated in Hong Kong dollars (HK$900,000,000 in
original currency) (at 31 December 2016: loans of approximately
RMB383,633,000 denominated in US dollars (approximately US$55,302,000
in original currency) and loans of approximately RMB357,800,000
denominated in Hong Kong dollars (HK$400,000,000 in original currency)).
The expansion layout of the Group’s overseas production bases will reduce
the impact of the exchange rate fluctuations of RMB against US dollars on

operations.

Shenzhou International Group Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Employment, training and development

As at 30 June 2017, the Group employed approximately 81,580 employees in
total. Total staff costs, including administrative and management staff,
accounted for approximately 30.2% (for the six months ended 30 June 2016:
28.5%) of the Group’s sales during the reporting period. The Group
remunerated its staff according to their performances, qualifications and
industry practices, and conducted regular reviews of its remuneration policy.
Employees may receive discretionary bonuses and monetary rewards based on
their ratings in annual performance appraisals. In addition, the Company also
offered staff rewards or other form of incentives to motivate personal growth
and career development of the employees, such as the Group offering
continuous training to the employees to enhance their technical and product
knowledge as well as their knowledge of industry quality standards. All new
employees of the Group are required to attend an introductory course, while
there are also various types of training courses available to all employees
attending.

Capital expenditure and capital commitments

For the six months ended 30 June 2017, the Group's total investment in
property, plant and equipment, prepaid land lease payments and intangible
assets amounted to approximately RMB535,960,000, of which approximately
49% was used for the acquisition of production equipment, approximately
46% for the construction and acquisition of new factory buildings and land
lease prepayments, and the remaining balance was used for the purchase of
other fixed assets and softwares.

As at 30 June 2017, the Group had contracted capital commitments of
approximately RMB534,864,000 in connection with the acquisition and
construction of properties, plants and equipment, which will be mainly
financed by the net proceeds from internal resources.

Significant Investments, Acquisitions And Disposals

The Group is investing in a fabrics and garment plant in Vietnam. For the six
months ended 30 June 2017, the Group’s aggregate investment amount in
Vietnam has reached approximately US$630,000,000.

Save for the aforesaid, the Company did not have any other significant
investments, acquisitions and disposals during the reporting period.

Gearing ratio

As at 30 June 2017, the Group’s gearing ratio was 12.1%, calculated
according to the total outstanding borrowings (including the outstanding
balance of the liability component of convertible bonds) as a percentage of
equity attributable to the equity holders of the Company.

17

FEIERE 2017



B = i1 i b¢ 53 Wr (48)
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Shenzhou International Group Holdings Limited

Contingent liabilities

As at 30 June 2017, the Group has no significant contingent liability. (at 31
December 2016: Nil)

FUTURE PROSPECTS AND STRATEGIES

The current operating environment for the textiles and apparels industry is
more challenging than ever, with global economic growth slowing down and
consumer demand in major import markets such as the U.S., the Euro zone
and Japan weakening; global brand procurement is transferring to low cost
countries such as Vietnam, Bangladesh, and India; there is no sign of a
slowdown in the inflation of wage costs, and the limitations of environmental
resources on the industry is increasing. Impacted by the difficult operating
environment, the industry is still continuing to conduct integration. In our
future development strategy, the Group will insist on sustainable corporate
development as our core, further increasing R&D investment, sustaining
growth in productivity, and expanding the size of production capacity in our
overseas bases, in order to obtain a larger market share in the integration of
the industry.

The Group will continue to increase our enterprise sustainable development
capability, particularly through measures such as equipment renewal and
technical improvement to further increase the effect of energy savings and
emissions reductions, and expand R&D collaboration with external scientific
research organisations on environmental protection projects. Additionally, the
Group will advance the continued improvement of human resource retention
and compliance in enterprise operations.

The Group will take scientific and technological innovation as a major driver
of our corporate development, continue to introduce and train outstanding
talents, construct a new integrated R&D center on the basis of our existing
technology center, and strengthen cooperative exchange with external
scientific research organisations. Through innovative R&D, we will provide
differentiated quality products to clients, in order to meet the escalating
demands of consumers.

INTERIM REPORT 2017
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The Group will continue to expand the size of the production capacity of its
overseas production bases in Vietnam and Cambodia, so that its actual
production capacity will reach its expected and designed target, in order to
benefit further lowering of fixed costs amortising. As production costs in
China continue to rise and resource supplies are limited, the Group will, based
on the actual operating conditions of its overseas production bases, consider
further increasing the size of its investment on the basis of existing expansion
plans, and will make the corresponding advanced preparations for such a
move.

The Group will continue to increase our corporate productivity, expand the
application scope of automation equipment in production, refine and
streamline production management work, strengthen the sustained training
of grassroots management cadets, and improve staff retention through raising
welfare and improving conditions, striving to raise productivity to counter the
sustained inflation of production costs.

The massive consumer demand in the apparels market provides opportunity
for our enterprise to further development. The Group takes on the difficult
challenges faced by the industry head on, and through innovative reforms and
relying on modern technology to improve production models of traditional
industry, will continue to raise the competitiveness of the Group in the
industry. We are fully confident in our future prospects.
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INTERIM CONSOLIDATED STATEMENT OF PROFIT OR LOSS

HE-_Z—+FXA=1+HI1E/<M8A Forthe six months ended 30 June 2017

REER
Unaudited

BEAA=TRHLEAREAR

For the six months ended 30 June

—E—+tF —E—RF
2017 2016
B 5E AR®ET ARET T
Notes RMB’000 RMB’000
A REVENUE 4 8,263,585 6,951,773
5 & B AR Cost of sales 5 (5,647,242) (4,735,992)
EF Gross profit 2,616,343 2,215,781
H b g A Other income 6 400,507 330,911
$HE Mo $H A AR Selling and distribution expenses 5 (214,045) (166,456)
THRAX Administrative expenses 5 (592,312) (519,965)
HihFEX Other expenses 7 (65,357) (53,746)
LRGN Finance costs 8 (66,521) (53,724)
FEAL — A B & R B FE Share of profits of an associate 13 1,551 993
R B¢ A 7 E PROFIT BEFORE TAX 2,080,166 1,753,794
FEHEX Income tax expense 9 (294,768) (303,763)
H AR E Profit for the period 1,785,398 1,450,031
AT A LG Attributable to:
N/NEIR 7 F =N Owners of the Company 1,798,664 1,449,896
JE 128 I 1 2 Non-controlling interests (13,266) 135
1,785,398 1,450,031
EATEERKE EARNINGS PER SHARE ATTRIBUTABLE
BEAERLEBRET TO ORDINARY EQUITY HOLDERS
OF THE COMPANY 10
AR Basic AR¥127t AR®1.047T
- By A ) — For profit for the period RMB1.27 RMB1.04
e Diluted AR¥1.22t AR¥0997T
- AR F) — For profit for the period RMB1.22 RMB0.99

F28EES0ENMEAZSTHEAT AR The notes on pages 28 to 50 form an integral part of these interim
REVEKED -

consolidated financial statements.
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INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

BE-Z—+F/XA=1+HI1/~1A8 Forthe sixmonths ended 30 June 2017

REEEZ
Unaudited

BZAA=1+HIEAEA
For the six months ended 30 June

—E—+tF
2017
AR¥T
RMB’000
Hi A R E Profit for the period 1,785,398 1,450,031
Hitt2mE K= Other comprehensive income
BMEBINER 2 Exchange gain on translation of
& 5, 27 foreign operations 12,194 85,845
HraHMtEERE Other comprehensive income
(BrRBL &) for the period, net of tax 12,194 85,845
HAZHRBEAR Total comprehensive income
for the period 1,797,592 1,535,876
ATRAT G : Attributable to:
AKARER A Owners of the Company 1,815,875 1,535,741
FE4E HI 1 RE Non-controlling interests (18,283) 135
1,797,592 1,535,876

F2ERS0EHNMTARZEFRHEAVBE®M  The notes on pages 28 to 50 form an integral part of these interim
FKEVAERKE o consolidated financial statements.

wnEmEmersrss QY wmms 2017



p Hjj w5 Bl 51K I 2
INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-Z—+%FXA=+H8 Asat30June2017

RIEER LEZ
Unaudited Audited
—E—tHF ZE—RF
AA=+B +ZRA=+—H
30 June 31 December
2017 2016
B & AR® TR ARET T
Notes RMB’000 RMB’000
FRBEE NON-CURRENT ASSETS
ME - HENMERE Property, plant and equipment 12 7,018,984 7,013,037
FEfM LR ERE Prepaid land lease payments 12 978,054 923,172
B EE Intangible assets 12 100,874 105,228
MMEFER Pledged deposits 19 500,000 500,000
FHRRIBTH R T AT Long-term time deposits at banks 150,000 350,000
RHEFE S RIB Long-term prepayments 15 45,899 78,328
R—HEBE a2 &E An investment in an associate 13 8,724 7,173
BEERIBEE Deferred tax assets 7,516 3,629
WIERENE = Total non-current assets 8,810,051 8,980,567
RBEE CURRENT ASSETS
FE Inventories 14 4,341,319 3,699,090
EREDR N ERE Trade and bills receivables 15 2,402,518 2,652,707
BNZE e R Prepayments, deposits and
H b e Uk 308 other receivables 16 913,238 674,236
JiE Uk B BsE A -3k 3B Amounts due from related parties 26b 1,827 826
ZER Entrusted loans 17 150,000 150,000
AHHERE Available-for-sale investments 18 2,915,000 3,120,000
MIER Pledged deposits 19 300,000 —
MisFHREE = EA Bank deposits with an initial term
ZHRITER of over three months 547,355 433,452
BehBEeEEY Cash and cash equivalents 1,972,595 2,105,184
BRENE E Total current assets 13,543,852 12,835,495
RBEE CURRENT LIABILITIES
J& < B8R 3K Trade payables 20 864,239 758,217
8 U7 BE X Advances from customers 11,708 16,650
H fth &~ 20008 K B s A Other payables and accruals 21 667,887 787,074
ARRITEE Interest-bearing bank borrowings 22 1,664,102 1,241,433
FEft—ZREAEE A 3018 Amounts due to a related party 26b 2,384 —
FE B X Tax payable 253,523 291,108
EREaR Total current liabilities 3,463,843 3,094,482
FRBEE NET CURRENT ASSETS 10,080,009 9,741,013
BEERRBAEE TOTAL ASSETS LESS CURRENT LIABILITIES 18,890,060 18,721,580
Shenzhou International Group Holdings Limited ) ) INTERIM REPORT 2017



h B &5 5 1 w5 R 2 (8)
INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)
R-_ZT—+t&FXA=1+H Asat30June2017

REBER
Unaudited
—E—tHF
~NA=1+H
30 June
2017
AR¥E TR
RMB’000
ERBERE NON-CURRENT LIABILITIES
] R E & Convertible bonds 23 525,897 3,410,145
ELEFRIBEAE Deferred tax liabilities 3,197 1,833
wIETEHEaE Total non-current liabilities 529,094 3,411,978
FEE Net assets 18,360,966 15,309,602
B EQUITY
AAGEBABERER Equity attributable to
owners of the Company
A& 7R Share capital 149,784 142,105
s Reserves 18,012,807 14,950,839
18,162,591 15,092,944
FEEE R Non-controlling interests 198,375 216,658
1B = Total equity 18,360,966 15,309,602

F8EES0EMMEAZSER LA MM The notes on pages 28 to 50 form an integral part of these interim
FEVHERK B D o consolidated financial statements.
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P HGR G & B &
INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE-_Z—+FXA=1+HI1E/<M8A Forthe six months ended 30 June 2017

HE-Z-R% For the six months
RAZTAL ended 30 June 2016
~MEB (REER) (unaudited)
WZT-RE Balance at
—B—BREH 1 January 2016 142,105 661,648 197,140 1,150,505 10,134 48,191 9,610,269 1,254,128 13,074,120 15,716 13,089,836
MA2EREESE  Total comprehensive
income for the period — — — - 85,845 —  1,449,89 — 1,535,741 135 1,535,876
EEFEHIEER  Transfer of non-
controlling interests - - - - — - — - - (4,423) (4,423)
SR-F-HF Final 2015 dividend
KBRS declared — — — - - — —  (1,254,128) (1,254,128) — (1,254,128
WZT-REF Balance at
AASTEMES  30June2016 142105 661,648 197,140 1,150,505 95979 48,191 11,060,165 — 13,355,733 11,428 13,367,161
RARERAEL
Attributable to owners of the Company
TRRES EERH EX [EERE Rk F4
BE ROEER <EEH2 ARE RBRE BARE HtHEE REEF KRR @ HEZ  2ER
Equity Employee
Share  component  Statutory  Exchange equity Proposed Non-
Share  premium of convertible surplus fluctuation  benefits Other  Retained final controlling Total
capital  account bonds reserve reserve reserve reserve profits  dividend Total interests equity
ARBTR ARMTRT ARETRT ARBTR ARBTR AR%TR ARBTR ARBTR ARMTT ARETR AR%TR ARMTR
RMB'000  RMB'000 RMB‘000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
BE-Z-t% For the six months
RAZTAL ended 30 June
AER(REEHK) 2017 (unaudited)
RZZ—+%F Balance at
—A-HmE8 1 January 2017 142,105 54,461 197,140 1171416 187,080 48191 148333 11,642,531 1,501,687 15,092,944 216,658 15,309,602
MN2ERESE ot comprehensive
income for the
period - - - - 17,211 - — 1,798,664 — 1815875 (18,283) 1,797,592
HBTARES Conversion of
convertible bonds 7,679 3,007,483 (166,103) = = = = = — 2,849,059 — 2,849,059
ER=ZF—1F Final 2016 dividend
AR E declared - (93,600) - - - - - — (1,501,687) (1,595,287) —  (1,595.287)
it o3 Balance at
AAZTE®ES  30June2017 149,784 2,968,344 31,037 1171416 204,291 43,191 148333 13,441,195 — 18,162,591 198375 18,360,966

F2BAEAES0OAMMERZETHREAMBKR
REAREBD

Shenzhou International Group Holdings Limited 24
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¢HHIMHTD IQEIIILEZ:E
INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS

BE-Z—+F/XA=1+HI1/~1A8 Forthe sixmonths ended 30 June 2017

KREER
Unaudited

BEAA=TRHLEAER

For the six months ended 30 June

—E—+tF T —RF
2017 2016
AR®T T ARBTT
RMB’000 RMB’000
REXBMBRERE CASH FLOWS FROM OPERATING ACTIVITIES
5 250 Al ADE Profit before tax 2,080,166 1,753,794
HE Adjustment for:
B & AR Finance costs 66,521 53,724
JEAS — B & A FIADE Share of profits of an associate (1,551) (993)
AW A Interest income (77.187) (79,208)
HEWE  BEREEIEE Loss on disposal of items of property,
2B plant and equipment 22,598 3,178
RERORBMEFHER Unrealised exchange (gain)/loss from financing
(U ),/ E5i8 activities (74,750) 63,261
ME BMELXREBERE Depreciation of items of property,
plant and equipment 366,150 298,533
T8 1~ 1 3 FH & 7108 B 8 Amortisation of prepaid land lease payments 11,899 11,475
| A Amortisation of intangible assets 7,008 5,718
2,400,854 2,109,482
FE®E M Increase in inventories (642,229) (63,354)
FEUBE R E R (1 7JD) Decrease/(increase) in trade and bills receivables 250,189 (73,247)
AR RIE - e R E AR Increase in prepayments, deposits and
DIl other receivable (96,900) (9,052)
JIE Uk BB A £ FRIB I AN Increase in amounts due from related parties (1,001) (230)
JE A 0% R 3E n Increase in trade payables 106,022 52,899
8 U BR 5k Gk 4), /18 0 (Decrease)/increase in advances from customers (4,942) 2,036
o fth B < 5RIB & EET RIB (Decrease)/increase in other payables
OB 4),/ 48 and accruals (152,434) 19,478
JEAT — 2 BAEE A LR IEE N Increase in amounts due to a related party 2,384 3,754
BREXBHERS Cash generated from operations 1,861,943 2,041,766
B FLE Interest paid (25,572) (6,901)
= H%C/% B Hong Kong profits tax paid = (135)
EAFREPEMRSEH PRC corporate income tax paid (334,414) (344,939)
KEXBREReR=E 5 Net cash flows from operating activities 1,501,957 1,689,791

wnEpEmzRersg  Qh  dmms 2017
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INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

KREER
Unaudited

BZEXA=t+HLXMEA
For the six months ended 30 June

—E—+F —E—RF
2017 2016
AR¥T T ARET T
RMB’000 RMB’000

REXEBFIARERE CASH FLOWS USED IN INVESTING ACTIVITIES
2 W F B Interest received 67,898 128,488
BEWE BEMKEEB Purchases of items of property, plant and equipment (569,948) (1,087,080)

HEWE BMEARHBEEAZ Proceeds from disposal of items of property,

F{8 218 plant and equipment 515 2,734
TR D E A Payments of prepaid land lease payments (32,260) —
& HA T8 15 S8R Decrease in long-term prepayments 32,429 —
WEEH & E Purchases of other intangible assets (2,529) (4,459)
U g — BT 8 A &) Payment for acquisition of a subsidiary (35,657) —
IR F (), m (Increase)/decrease in pledged deposits (300,000) 1,380,905
ZEETRD Decrease in entrusted loans = 500,000
EEEFIRD Decrease in structured deposits = 110,000
A ERE R (8 ) Decrease/(increase) in available-for-sale investments 205,000 (1,580,000)
RITFEFOR D8 m) Decrease/(increase) in bank deposits 86,096 (509,001)
BRI ERS T2 35 Net cash flows used in investing activities (548,456) (1,058,413)
BMETBFFARERE CASH FLOWS USED IN FINANCING ACTIVITIES
HERITER New bank loans 832,912 1,356,124
EBERTER Repayment of bank loans (402,294) (591,547)
Ut B FE 2 o M A Acquisition of non-controlling interest = (4,423)
mARREEE ANRMSKRE Dividends paid to owners of the Company (1,590,418) (1,254,128)
A A Interest paid (1,388) (8,251)
MEEHAES REFE Net cash flows used in financing activities (1,161,188) (502,225)

Shenzhou International Group Holdings Limited 26
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th & 5 R & i = & (58)
INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
HE-_T—+FxA=+HI/NMEA Forthesixmonths ended 30 June 2017

KREER
Unaudited

BZEXA=t+HLXMEA
For the six months ended 30 June

—E—+tF —E—RF
2017 2016
AR¥T ARBT T
RMB’'000 RMB’000
ReRESEEWORD) M NET (DECREASE)/INCREASE IN CASH
F AND CASH EQUIVALENTS (207,687) 129,153
MR e RBESEEY Cash and cash equivalents at beginning
of the period 2,105,184 1,815,678
MEREH) 2B FE Effect of foreign exchange rate changes, net 75,098 39,908
HAREEREESEEY CASH AND CASH EQUIVALENTS
AT THE END OF THE PERIOD 1,972,595 1,984,739
REeRBELEEYESHRIM ANALYSIS OF BALANCE OF CASH AND
CASH EQUIVALENTS
Re RIBITHES Cash and bank balances 1,954,358 1,950,761
RER K RE DR =18 H 25 Time deposits with original maturity of
ZEBTF R less than three months when acquired 18,237 33,978
FBRRARERBEERERM Cash and cash equivalents as stated
ZHERBREEED in the statement of financial position and
the statement of cash flows 1,972,595 1,984,739

FEES0ENWNFAZEFTHLEAYTEHR  The notes on pages 28 to 50 form an integral part of these interim
REEK D o consolidated financial statements.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

HE-_Z—+FXA=1+HI1E/<M8A Forthe six months ended 30 June 2017

—RES

BMEREERZERERARTARRA]D)
R_EETREANA-_T+ZBEHSH
SREMATRERRER DA - s
% IR #b 1k & Cricket Square, Hutchins Drive,
P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands °

ARREEMBAR (M AEE]) X
BREBERFEHBREER -

BARBEHIN ZEREERTHRES
MBEHRRAUARETAREDIIE
BESERSRENRANEARERE
AFf-EEgR_T—+tFN\AZ+
BiETIEZSREELTHERALEE
BITE K

BE-_Z—+tHEXA=THLEREAW
ZEARERTHERRE P BERE
ERBEEESAHNAGE(FEGAQ
gEM B ENTEEGTE
A E3ARF P B ERRINBEHE
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ERMcBEARYBREEN(EAEYH
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1.

GENERAL INFORMATION

Shenzhou International Group Holdings Limited (“The Company”) was
incorporated as an exempted company with limited liability in the
Cayman Islands on 23 June 2005. The address of its registered office is
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands.

The Company and its subsidiaries (collectively referred to as the “Group”)
are principally engaged in the manufacture and sale of knitwear
products.

These unaudited interim condensed consolidated financial statements
are presented in Renminbi (“RMB"”) and all values are rounded to the
nearest thousand, except when otherwise stated. These unaudited
interim condensed consolidated financial statements have been
approved for issue by the Board on 20 August 2017.

BASIS OF PREPARATION

These unaudited interim condensed consolidated financial statements
for the six months ended 30 June 2017 have been prepared in
accordance with Hong Kong Accounting Standard (“HKAS") 34, “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") and the disclosure requirements of
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited. These unaudited interim condensed consolidated
financial statements do not include all the information and disclosures
required in the annual financial statements, and should be read in
conjunction with the annual financial statements for the year ended 31
December 2016, which have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRS"”) issued by the HKICPA.

INTERIM REPORT 2017
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

3. EESEEK

BREMMTIRNE —F—tF—A—
BREEMZETERIIN - 472+ HE A
FAVBBRERAZETRRERY
AEEBE-_T-R"FT-_A=1t—8
LFEZFERAVBHRREMRAE
iﬁ:

() AEEZRMZEETER
ESER-F-tF-A-AELZ
BB [ 8 R AR R T 5 S BT R -
BERIEN  REHH

ETRETA

BEGHEA  AAEBEA
ERRETE BELHE

BE

SE-mE-F- RAREEZ
AFEHZEE  BERE
HEFREEY

BHEEA

12921637
AP DA A 5T 78 B 7 R 45 2 A
HHBRERLEEANBLE -

(b) EEMEERERNE)

o %5 3R & 2 A

AEBUBRNZERHERER AR
AT ERMERRERZEE
RIEBMIEHEER -

BHE-ZT—+tFNA=1+HI1/~18A Forthe sixmonths ended 30 June 2017

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies adopted in the preparation of the interim

condensed consolidated financial statements are consistent with those
followed in the preparation of the Group’s annual financial statements
for the year ended 31 December 2016, except for the adoption of the
revised standards and interpretations effective on 1 January 2017,
noted below:

(a)

(b)

Revised standards adopted by the Group
The Group has adopted the following revised standards for the
first time for the financial year beginning 1 January 2017.

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets

for Unrealised Losses

Disclosure of Interests in Other
Entities

Amendments to
HKFRS 12 included in
Annual Improvements
2014-2016 Cycle

The adoption of these revised HKFRSs has had no significant
financial effect on these financial statements.

Issued but not effective HKFRSs

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in these
financial statements.

wnEmEmeRERas  QQ  amms 2017
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

3. EEE R w

(b) EEMEERERNE R

B 7% 3R & 2 Al (@)

ERMBHREEY  ROXARZH
FVREFTA SR E
BERAMBHREEN  ABEHHFHEER
FAFETA FATRBAEA
—HERHEE
HBHEER
F9EMTA
BEMBREERN 2BTA
FI%
BERAMBHREERN REZHEAHE
FIOREREET ATHAREAA
HERIE 28I EFT A

FlZEEHES
(Z2—F) B

BRISMEER  BPAAMA
25155

BARUBWEER  HEBYBHEER
E155EFI AR EISHEFEHN

WABEE

BRUBMEER  HE
£165%

ERETERFA0Y: EEREYE
EHEN

a5 (BREBERE  IESZREN
BEZEY) — i
REE22%

a5 (BREBRE HEEENTE
REZEY) — F
BEE23N

ZEAEEN RBERARAE
FEHZFRNE  DFORE
REEE G ER
F28RZIEFT

! WZE—N\F—A—-Hk2%H

R EE MR AR

’ NZZT—NF—A—-H® 2k
HEVE R IR AR

? WAREERGIEERBE B
RERMA

AREBIEFFHERERIF L
BRIEBMBHRESENNTE -
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3. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(b) Issued but not effective HKFRSS (Continued)

Amendments to HKFRS 2 Classification and Measurement of
Share-based Payment Transactions’

Applying HKFRS 9 Financial
Instruments with HKFRS 4

Insurance Contracts’

Amendments to HKFRS 4

HKFRS 9 Financial Instruments’

Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 (2011) between an Investor and its

Associate or Joint Venture’

HKFRS 15 Revenue from Contracts with
Customers'

Amendments to HKFRS 15  Clarifications to HKFRS 15 Revenue

from Contracts with Customers’

HKFRS 16 Leases?

Amendments to HKAS 40  Transfers of Investment Property’

HK (IFRIC) Interpretation 22 Foreign Currency Transactions and
Advance Consideration’

HK (IFRIC) Interpretation 23 Uncertainty over Income Tax
Treatments?

Amendments to HKAS 28  Investments in Associates and Joint
included in Annual Ventures’
Improvements

2014-2016 Cycle

Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019
3 No mandatory effective date yet determined but available for
adoption

The Group is in the process of making an assessment of the
impact of these new and revised HKFRSs upon initial application.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-ZT—+tFNA=1+HI1/~18A Forthe sixmonths ended 30 June 2017

7 BB E 4. SEGMENT INFORMATION
BHEEE AEBKRHEEREI S AT For management purposes, the Group is organized into business units
REKET ERFLE—EAE2REED based on their products and there is one reportable operating segment:
B EENIHEHSREER -BEE the manufacture and sale of knitwear products. Management monitors
NEEBRETA  BEMEBLEE the operating results of its business units as a whole for the purpose of
B MEREERSE RATERE making decisions about resources allocation and performance
assessment.
ih & & & Geographical information
(a) REYXFHBE 5 2IHE (a) Revenue from external customers by location of
FWA goods delivery
REEX
Unaudited

BZX<A=t+HLXEA
For the six months ended 30 June

—E—tHF

2017

AR®T

RMB’000
=N NANEi) Mainland China 1,977,013 1,651,105
& B8 European Union 1,930,968 1,519,001
SN Japan 1,496,797 1,484,553
= United States of America 1,025,146 707,460
H b = 15 Other regions 1,833,661 1,589,654
8,263,585 6,951,773

(b) ARBEE (b) Non-current assets

KRISER

Unaudited

—E—tHF

~NA=1+H

30 June

2017

ARE T

RMB’000
R A Mainland China 4,992,494 4,816,266
R Vietnam 3,023,071 3,161,473
EgrE Cambodia 121,864 135,094
H b [= 15 Other regions 6,382 6,932
8,143,811 8,119,765
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

4. 7 EHE X @ 4.

ih B & ¥ om)

(b) ERBEE (@)
LR EEER NIREERN
sy TTABEEMRER K
HEMRTER RN—HEBERQR
ZERERELEHAEE -

TEEFZESR

RAUTEBEREPZKADEAEE
U A10% B A -

SEGMENT INFORMATION (continued)

Geographical information (continued)

(b) Non-current assets (Continued)
The non-current asset information above is based on the locations
of the assets and excludes pledged deposits, long-term time
deposits at banks, an investment in an associate and deferred tax
assets.

Information about major customers

Revenue from major customers which individually accounts for 10% or
more of the Group’s total revenue are as follows:

RICER
Unaudited

BEAA=1+AHILAMEA
For the six months ended 30 June

—E—+tF

2017

AR® T

RMB’000
ZEH Customer A 2,393,026 1,828,948
2E7, Customer B 1,678,398 1,598,332
Z2F5R Customer C 1,629,304 1,479,731
B2ET Customer D 844,308 580,756
6,545,036 5,487,767

Shenzhou International Group Holdings Limited
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HE-_T—+FxA=+HI/NMEA Forthesixmonths ended 30 June 2017

BEMHESENEH 5. EXPENSES BY NATURE
BIEHEEKAN - HE KD HEKAFMITH Expenses included in cost of sales, selling and distribution expenses and
AXzcREBBRITWOT administrative expenses are analysed as follows:

RIEER
Unaudited
BEAA=1+TAHLAKEAR
For the six months ended 30 June

—E2—+tfF =T N
2017 2016
AR®BT R ARET T
RMB’000 RMB’000
EERAMAX Employee benefit expenses
TERFH® Wages and salaries 2,192,404 1,801,439
RRAE F 3R Retirement benefit contributions 236,179 110,994
H Ath 48 F) Other benefits 69,117 71,754
2,497,700 1,984,187
WE BHEEBRERX Depreciation, amortisation and
impairment expenses 385,057 315,726
BRMRERRNTFEZY Changes in inventories of finished goods
and work in progress (484,111) (196,772)
TR &9 R KL BB RE fm Raw materials and consumables utilized 3,272,864 2,647,141
NERX Utilities expenses 341,644 294,662
B Transportation expenses 76,812 63,005
MEKEHERY Operating lease expenses for properties 67,215 47,416
SNE Outsourcing 41,570 34,170
MRERE Office expenses 40,177 22,359
BIE & Repair expenses 32,296 27,672
mE Taxation 31,397 44,559
8 Charges for disposing pollutants 14,883 14,676
EZIRE Traveling expenses 9,208 9,163
32353 Entertainment expenses 8,780 9,254
OB & Inspection fees 6,515 5,719
18 B Donation 1,248 1,132
Hamx Other expenses 110,344 98,344
BMIHEKRAR - HE R Total cost of sales, selling and distribution
DR AR A 1T B 2 costs and administrative expenses 6,453,599 5,422,413
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

6. HMUW A 6. OTHER INCOME

REBEZX
Unaudited

BEAA=1+AHLAMEA
For the six months ended 30 June

—E—tF
2017
ARMT T
RMB’000
Ha A Other income
BT 22 B Government incentives 314,832 238,541
BATHALS WA Bank interest income 72,375 63,523
ZREEFRFEWA Interest income from entrusted loans 4,812 15,685
e A Rental income 8,488 13,162
400,507 330,911
7. HtipA XX 7. OTHER EXPENSES
REBER
Unaudited

BEAA=1+AHILAEA
For the six months ended 30 June

—E—tF
2017
AR¥T T
RMB’000
HEME BERKEIEER Loss on disposal of items of property,

2518 plant and equipment 22,598 3,178
HEK R Rental cost 4,866 5,301
FEH B FEE Exchange losses, net 37,893 45,267

65,357 53,746

Shenzhou International Group Holdings Limited 34 INTERIM REPORT 2017



b Hjj i B &5 5 1 % ¥R 7€ B ot (78)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-ZT—+tFNA=1+HI1/~18A Forthe sixmonths ended 30 June 2017

8. MIEKZE 8. FINANCE COSTS

REBEZX
Unaudited

BEAA=1+AHLAMEA
For the six months ended 30 June

—E—+tF
2017
ART T
RMB’000
HARAFABHEEREZ Interest on bank loans, overdrafts
BRITER  BIREMER and other loans wholly repayable
Iy within five years 25,573 6,901
AR ES 2T B Interest on convertible bonds 40,948 46,823
66,521 53,724
y
9. FREH 9. INCOME TAX
HEZT—+FR-ZT—R"FAA=+ The major components of income tax expenses for the six months
AIEANERZAGBHASIEERS A : ended 30 June 2017 and 2016 are:
KRIEER
Unaudited

BZAXA=1+HLXEA
For the six months ended 30 June

—E—+tF

2017

ARET T

RMB’000
BEBZBHNER Current Hong Kong profits tax 14,223 3,271

PERIAEZE B Current Mainland China corporate

e (ERSER] income tax (“CIT") 283,068 298,590
IEE I8 Deferred taxation (2,523) 1,902
294,768 2303768
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

rEH @

REFSESHBEBA(-AANLEF
BEETR)ENG ARRCDERMEHS
mEERRTREAR HEHBLEZX
PIHARBRARBDEBAEMNE WK
A WBEREE-R AR ARFRE
BREELE WEANRBTBEELEZMHFE
AR BEELR165% (BHE T —RF X
R=+HIEREAR 16.5%) 2 B RGN
FBNEH

REBEZES((RBRELZES]) M
Rz M B AR BAMMWIES  RE
BRZEWBRARNEBELES W EE
EmB(REFMRER) TEREE
BXHEETEMES - At REB
BELZHEEMKIZWE AR KREE
BRAFB(KED BFEREBRA
Al-BEESEEER QA FHEHEBVIL)
ERARREMERARHGBEMR
HRKERBEBRESYWEEREED X
ERBAREEZAHTERNANBEAER
165% (BHE-_T—X"EF~A=+THLERX
&R :16.5%) 2 B TGS BAFSH

BERBRIEREE RREXLE
MRz 2B M B QR BN R EE)
BRAR(THMREER]) kAT (R
WE)BR AR (TRTRIFE]) AIL20%
MEGAAEH RRATRERA-F
— T F A iR Y 7O (B 2 I F [ 7 Fh % B

PRASHE - MR ISR B AL & R
b

REEBEMAILZZEMB R RME
HERRA KFR(FB)REERRA
EEB(EE)BRRAARICS% (B
EZE-RFERA=ZTHIEXRER:
16.5%) HERREBELE 2 hat BRM
A EHANEH

|NCOME TAX (Continued)

Pursuant to Section 6 of the Tax Concessions Law (1999 Revision) of
the Cayman Islands, the Company has obtained an undertaking from
the Governor-in-Council that no law enacted in the Cayman Islands
imposing any tax to be levied on profits, income, gain or appreciation
shall apply to the Company or its operations. As the Company carries
on business in Hong Kong, it is subject to Hong Kong profits tax at a
rate of 16.5% (for the six months ended 30 June 2016: 16.5%) on the
estimated assessable profits arising in Hong Kong.

The subsidiaries incorporated in the British Virgin Islands (“BVI”) are not
subject to income tax as these subsidiaries do not have a place of
business (but only a registered office) or carry on any business in the
BVI. Accordingly, Top Always Investments Ltd. (“Top Always”), Buddies
Investments Limited, Buddies Group Limited, Maxwin (B.V.l.) Limited
and Gain Lucky Co., Ltd., subsidiaries incorporated in the BVI, are not
subject to tax. As Top Always was engaged in the property leasing
business in Hong Kong, it is subject to Hong Kong profits tax at a rate
of 16.5% (for the six months ended 30 June 2016: 16.5%) on the
estimated assessable profit arising in Hong Kong.

Pursuant to the Law of Taxation in Cambodia, Shenzhou (Cambodia)
Co., Ltd. (“Shenzhou Cambodia”) and Dagian Textile (Cambodia) Co.,
Ltd. (“Dagian Cambodia”), wholly-owned subsidiaries incorporated in
the Kingdom of Cambodia, are subject to income tax at a rate of 20%,
and Dagian Cambodia is entitled to an exemption from income tax for
the first four profit-making years starting from 2015. Shenzhou
Cambodia had no assessable profits during the reporting period.

Shenzhou Trading Company Limited, Top Always (Hong Kong)
Investments Limited and Maxwin (Hong Kong) Limited, wholly-owned
subsidiaries incorporated in Hong Kong, are subject to profits tax at a
rate of 16.5% (for the six months ended 30 June 2016: 16.5%) on the
estimated assessable profits arising in Hong Kong.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

rEH @

REAREMRIZZEMB QR BEIMNA
AR Aet(BEMBEBRDRERBER
SR EI0% N B ARELEZ ER
BMABHERHE - AR BHARMNA AL
BERAAELTAERTFE KL E
MARFEHARER -

RBEEM Sz 2 & B 2 A Gain
Lucky (Vietnam) Limited ([ 12 % & = 1) A0
Worldon (Vietnam) Company Limited ([t i
M) BIEHE20% MMFTEH - BR
EMEREFFEEREHNAEH L
REZFEZERNFRRUEB E10%H
MPTSH - I E BB E B & @R F
EEAKIERAFEONF(UREER
AE) EET o pbSh - RIB MDA R ROER
@B EE RtBABER T —RF
RNARZZE-NF—-ARHiEHED
60,000/E B E (3B ET) NREER
EK:oBHEELEVRAZBRER=ZFANAR
R EFEWASEERT BB REER
AZBE=FAEREBER30088T
HAUBERERER10%HMAAER - XA
EE#HealFE  REZNAFAREZ250%
e -mIMER - FEFE
FPRERE - ZEHRBEEE - HRMEER

H AR ORI AR BE 0% - pORPI RE AR
VrEWMBARAEZORMBRRD
ERBBARART(EEFERMEHRR
BARFIPTEN MY Eal B FiE R
TEHRPI PSR -

REBEPEARANMBEERSTOE(H
EERSHRZED  STENBARANES
WA BEIE R B IR A 1R25% 2 T X B
(REFHOCERBVEEE)

HE-_T—+FxA=+HI/NMEA Forthesixmonths ended 30 June 2017

|NCOME TAX (Continued)

Shenzhou Japan Co., Ltd. (“Shenzhou Japan”), a wholly-owned
subsidiary incorporated in Japan, under the Law of Taxation, is subject
to income tax at a rate of 30% of the assessable profits arising in Japan.
No provision for Japan income tax has been made as Shenzhou Japan
had no assessable profits arising in Japan during the reporting period.

Gain Lucky (Vietnam) Limited (”Gain Lucky Vietnam”) and Worldon
(Vietnam) Company Limited (“Worldon Vietnam”), wholly-owned
subsidiaries incorporated in Vietnam, are subject to income tax at a rate
of 20%, and are entitled to be exempted from income tax for the first
two profit-making years and subject to a lower tax rate of 10% from
the third year to the sixth year. The period of tax privilege will start from
the earlier of first profit-making year or the fourth year since its
establishment. Furthermore, under the laws and regulations of Vietnam,
provided that (a) the total investment of at least VND6,000 billion
(approximately US$300 million) is paid by June 2016 and January 2018
for Gain Lucky Vietnam and Worldon Vietnam, respectively; and (b) it
maintains a minimum annual revenue of US$500 million within three
years from the date of generating revenue, or is employs more than 3,000
staff members within three years from the date on which revenue is
first generated, it will be subject to a lower profits tax rate of 10%, and
the profits tax will be waived for the four years and 50% of its profits
tax will be waived for the nine years thereafter. Gain Lucky Vietnam
had met the aforesaid criteria in 2016 and is entitled to enjoy the tax
privilege. Worldon Vietnam had no assessable profits during the
reporting period.

No provision for Macao Complementary Tax has been made for Buddies
(Macao Commercial Offshore) Limited (“Buddies Macao”), a wholly-
owned subsidiary incorporated in Macao, as Buddies Macao is
exempted from Macao Complementary Tax pursuant to Macao's
relevant tax legislations.

Pursuant to the Corporate Income Tax Law of the People’s Republic of
China (the “New CIT Law"”), the PRC subsidiaries for the period as
determined in accordance with the New CIT Law are subject to a tax
rate of 25% on their assessable income.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

10.

1.

rEH @

RZZB-RF RPEAREKRIZEZE
MEBARBERATHBRBRAR (K
THRBDDAEBERNIEZ R X
M- Bt KTHBBEER -F—
NE-A-—BEF=ZFZAMEHRESR
B E15% °

XARAEBERKRERS

(a) ER

HAARAQRIEBRBRERE AR
= | DL & W NN N
BHEAEBLMGAFTBOARE
1,798,664,000L (& = = T — X
FRAZFTHLEAREA: AR®
1,449,896,00070) A Kk B 17 & i@
& &9 hn # F 5 £01,412,837,323 ]
(Bz2-Z—X~"F~A=t+HLRX
& B : 1,399,000,000 %) 5t & o
=
FREERNNBREMEAEEEE
TR E R DR R T
Shz BB INE T IR EEH A
BB -ARBRE—BAEHE
THEBR: IRBRES - BEF R
HAMEEFEER AT B M
FABEFERNIEANEM T
AL IR R 2 o

(b)

=

BEEEER_ZE—tFNA=Z+H
BBz —THRAER EELESMREF
HREFRILIOBEL(HE-_Z—AF
ANA=ZF+BLEANEAR: &) BT —
+tFENAZTHLEEBEITREE &
48 =+ 491,040,643,00058 T (4 A R
903,174,0007T) ° It & Ik B B 14 K 74 7K
ARSI AR AR A EMSR
BoHEREE-_ZE—+F+_A=+
—BLFERMAEDRHERE -
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9.

10.

|NCOME TAX (Continued)

During 2016, Ningbo Dagian Knitwear Co., Ltd (“Dagian Knitting”), a
wholly-owned subsidiary established in Mainland China, was qualified
as a High-New Technology Enterprise of Zhejiang Province. As a result,
Dagian Knitting had been entitled to a concessionary rate of income tax
at 15% for three years commencing 1 January 2016.

EARNINGS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS OF
THE COMPANY

(a)

(b)

Basic

The calculation of earnings per share attributable to ordinary
equity holders of the company for the period is based on the
consolidated profit attributable to equity holders of the company
of approximately RMB1,798,664,000 (for the six months ended
30 June 2016: RMB1,449,896,000) and on the weighted average
number of 1,412,837,323 (for the six months ended 30 June
2016: 1,399,000,000) ordinary shares in issue.

Diluted

Diluted earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Company
has only one category of dilutive potential ordinary shares:
convertible bonds. The convertible bonds are assumed to have
been converted into ordinary shares, and the net profit is adjusted
to eliminate the effect of interest expense.

11. DIVIDEND

Pursuant to resolution passed by the Board on 20 August 2017, the
Board declared an interim dividend of HK$0.70 per share (for the six
months ended 30 June 2016: Nil), totaling approximately
HK$1,040,643,000 (equivalent to approximately RMB903,174,000),
estimated based on the shares in issue as at 30 June 2017. This declared
dividend is not reflected as a dividend payable in this condensed interim
consolidated financial information, but will be reflected as an
appropriation of reserve for the year ending 31 December 2017.
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12. CAPITAL EXPENDITURES

b Hjj i B &5 5 1 % ¥R 7€ B ot (78)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-ZT—+tFNA=1+HI1/~18A Forthe sixmonths ended 30 June 2017

REEZ Unaudited
BE-ZT—X§ For the six months ended

RNA=+H 30 June 2016

WER1EA
R-ZE—RF Opening net book amount

—A—RAx at 1 January 2016

HA ) 0R HDF R 5,549,750 931,255 80,088 29,362
"E Additions 805,748 — — 4,459
BEE Disposals (5,912) — — —
-V Depreciation/amortisation (298,533) (11,475) (3,225) (2,493)
[ X, =% Exchange differences 38,618 7,117 — 202
RZT—RF Closing net book amount

NA=t+HBZ at 30 June 2016

HAOROR HDF 58 6,089,671 926,897 76,863 31,530
REEZ Unaudited
BZE=-ZT—tH§ For the six months ended

NA=+H 30 June 2017

WER1E A
RZT—+tF Opening net book amount

—A—RAx at 1 January 2017

H U0 E F R 7,013,037 923,172 73,638 31,590
NE Additions 460,613 72,587 — 2,760
RE Disposals (23,113) — — -
WE, Depreciation/amortisation (366,150) (11,899) (3,225) (3,783)
ME o =58 Exchange differences (65,403) (5,806) — (106)
RZT—tF Closing net book amount

NA=+BZ at 30 June 2017

HI R MR TE 58 7,018,984 978,054 70,413 30,461
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BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

13. A —REBZ AT 2 E  13.INVESTMENT IN AN ASSOCIATE

REER
Unaudited
S
~NB=+H
30 June
2017
AR T
RMB’000
BEEEFT Share of net assets 8,724 7173
BRI RN EENTE AR DA ([ 2R Ningbo Avery Dennison Shenzhou Knitting and Printing Co., Ltd (“Ningbo
M) BAEE B E QA WHER Avery”) is an associate of the Group and is considered to be a related
BAEE 2 BT - party of the Group.
REBRZBERARZIEREABAAE The Group's shareholding in the associate comprises the 30% equity
RNAEl—HE2EWEB BB Z230%/# shares held through a wholly-owned subsidiary of the Company.
AR K e
TRAFRRNEEWIFERZBERT 2 The following table illustrates the financial information of the Group’s
B & # associate that is not material:
REEXK
Unaudited

BEAA=THLAEA

For the six months ended 30 June

—E—tF
2017
ARBT
RMB’000
FEAR B & R R 2 AN HA R Share of the associate’s profit for the period
RHEM2E K= and other comprehensive income 1,551 993
REBRRBERNGREZ Aggregate carrying amount of the Group's
BREERE investment in the associate 8,724 5,670
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-ZT—+tFNA=1+HI1/~18A Forthe sixmonths ended 30 June 2017

14. 78 14. INVENTORIES

REEX
Unaudited
—E2—+tF
~NA=tH
30 June
2017
AR¥ET T
RMB’000

R R Raw materials 946,147 773,025
ER 5 Work in progress 1,676,579 1,525,175
25K Finished goods 1,749,697 1,416,990

4,372,423 3,715,190
B Provision (31,104) (16,100)

4,341,319 3,699,090

15. ERERF R EE 15. TRADE AND BILLS RECEIVABLES

REBHREP 2 EFARETEUNEER The Group's trading terms with its customers are mainly on credit with
RNET EEANTFAEAURR &4 credit terms of within six months. Overdue balances are reviewed
EREEg TR aBRMNER B regularly by senior management. The ageing analysis of trade and bills
ERRERMERSTAOT receivables is as follows:

REEX
Unaudited
—E—+tF
NA=TH
30 June
2017
AR®T T
RMB’000

—@AR Within three months 2,376,044 2,445,597
=EAMNE Over three months 26,474 207,110

2,402,518 2,652,707

FBRERIREOIREAEEE QR EE The carrying amounts of trade and bills receivables approximate to their
e fair values.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

16. 78 ﬁfﬁ'\ H--#®# & KkHM 16.PREPAYMENTS, DEPOSITS AND OTHER

I RECEIVABLES
RIEER
Unaudited
—E—+tF
~NB=+H
30 June
2017
AR¥ET T
RMB’000
Bl H#A Current
FENFIERES Prepayments and deposits
- BEEME — Purchase of raw materials 168,859 125,029
-BEME BEAXEBIEE — Purchase of items of property,
plant and equipment 219,595 86,782
-ENEe REE — Prepaid rental and deposits 127,434 124,375
- Hf — Others 8,498 15,356
JE Wi % BT Uk [B] 15 (E 3R 2 VAT refund receivable and recoverable 210,797 183,540
& U ) B Interest receivable 79,086 69,797
H b B U FR B Other receivables 98,969 69,357
913,238 674,236
JE BN HR Non-Current
R EATE A FRIE* Long-term prepayments* 45,899 78,328

BENFER e hEMEERAZER

BEREEAQAAERSE -

* REFEM AR i 6 A2 B *

15 o
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

17. £t E R

ik Current
ZEE R —BER Entrusted loans-guaranteed

RBEX
Unaudited
ZE—tF
AH=tH
30 June
2017
rEEH
ME(%) HHA AR®T T
Interest Principal
rate Maturity amount

BHE-ZT—+tFNA=1+HI1/~18A Forthe sixmonths ended 30 June 2017

17. ENTRUSTED LOANS

(%) RMB’000

6.40 2017 150,000 6.40 2017 150,000

RZEBE—+FERA=+TH ZXENH
— B REE R RITIREIELR -

18. AT HERE

As at 30 June 2017, entrusted loans are guaranteed by a licensed bank
in Mainland China.

18. AVAILABLE-FOR-SALE INVESTMENTS

RIEER
Unaudited
—E—+F
~NA=1+H
30 June
2017
ARE TR
RMB’000

HeRMEBEBEETHSRESD Financial products issued by
financial institutions 2,915,000 3,120,000

RZZE—tEtF~NA=+H BZHE
BEEBRETETHEREEAARY
2,915,000,000c( —FE— NFE+ - A =
+—8: AR #3,120,000,0007T) &) 4 &l
ERDERETBBEAR LTRSS/
BESHRRBEEERERIMERA
AlFEHFETHRA( EmAER])E14.07 1K
HZESMERETZHABRENRS
NR5% - IR ERZE B E M T E
MARBREMBAETZETBAR
SoEERABBEZARBETREA T
E-SRMEMCFHIN—FAEEHRF
BHRERDEISH(ZE—XRNF+ =4
=+—H:48%)  BREMABEELHHAE
M ZELREDNIEBARRAE K
SETHNOHLEZSSRER -

As at 30 June 2017, certain financial products issued by several financial
institutions with a carrying amount of RMB 2,915,000,000 (31
December 2016: RMB3,120,000,000) were stated at cost less
impairment. The relevant size tests pursuant to Rule 14.07 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) for such financial products, when
grouped by each financial institution, are all less than 5% and the
investment in such financial products do not constitute notifiable
transactions of the company under the Listing Rules. The directors are
of the opinion that their fair value cannot be measured reliably. The
financial products have terms of less than one year and have expected
annual rates of return up to 4.8% (31 December 2016: 4.8%). Pursuant
to the underlying contracts or notices, these financial products are
capital guaranteed upon the maturity date. The Group does not intend
to dispose them in the near future.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

19. M\BF XK 19. PLEDGED DEPOSITS
RIBERK
Unaudited
—E—+tF
NA=tH
30 June
2017
ARE TR
RMB’000
bk Current
ThONEES 18 HE R 4 Pledged for foreign currency swaps 300,000 —
IR E Non-current
FLERITE I E L Pledged for bank loans 500,000 500,000
800,000 500,000

20.

R—ZE—+tFNAZ+H BH
43,535,000 T ( 49 A R # 300,000,000

L) (=F

—RE+ZA=+—HB: )2

RITERDEMEER BEEAKEHEE

P #5895

ToHEEHBILE ZFEEMA

FRTIEN 8% 8 B FE M KT8 o

R_E—tFEXNA=ZFTH EFTAE
E F 8 77 3% A R #500,000,0007T ( =
E-XRNE+-A=+—H: ARK
500,000,00070) E st T AL E 2 B K
HIRITERIEERE - T T XHER BB
—F - BEEFMNER35% °

FE 13 BR K 20

REE R

CENERRZEREDTAT

As at 30 June 2017, bank balance of US$43,535,000 (approximately
RMB300,000,000) (31 December 2016: Nil) were restricted until certain
foreign currency swaps held by the Group are settled. The pledged
deposits carry interest at fixed rate of 1.8% per annum.

As at 30 June 2017, certain of the Group’s time deposits with an
amount of RMB500,000,000 (31 December 2016: RMB500,000,000)
were pledged to secured bank loans granted to the Group. The time
deposits have terms of more than one year and have fixed annual rates
of return at 3.5%.

TRADE PAYABLES

An aged analysis of the trade payables as at the balance sheet date is as
follows:

RIEER
Unaudited
—E—+F
~NA=1+H
30 June
2017
ARET R
RMB’000

Within six months 835,277 739,842
NERBE—F six months to one year 15,301 4,377

over two years

one year to two years 1,813 3,632

11,848 10,366

864,239 758,217

Shenzhou International Group Holdings Limited
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-ZT—+tFNA=1+HI1/~18A Forthe sixmonths ended 30 June 2017

21. HEES R IE R ESTFIE 21. OTHER PAYABLES AND ACCRUALS

22.

REX
Unaudited
—E—tF
~NA=1+H
30 June
2017
ARET T
RMB’000
FEztF X Accrued expenses 350,359 408,765
FA K e~ 3008 Payable for Water Use Right 76,000 76,000
BEWE BER Payables for purchase of property,
BiEZ E R plant and equipment 69,725 56,048
FHEEETREZRES Guarantee deposits related to
construction projects 12,266 9,143
P EWFIR Advance from customers 41,552 48,268
HEZS Rental deposits 11,077 4359
U EE — KB A A A Payable for acquisition of a subsidiary 10,720 —
H b ESFRIE Other taxes payable 44,878 122,983
R AR BB R Z %8 Dividends payable to Shareholder
of the Company 4,869 -
JER SR GBI a2 RS Dividends payable to
non-controlling interests 587 587
HAh Others 45,854 60,921
667,887 787,074
HtENFRIERESFRIEZIREERE The carrying amounts of the other payables and accruals approximate
NRABEEE - Hi BAKRIEREE - to their fair values. Other payables are non-interest-bearing.

ATERITIEER

22. INTEREST-BEARING BANK BORROWINGS

REER
Unaudited
—E—tHXA=TH
30 June 2017
BBRAE a
(E) EHB AR%®TxR
Effective
interest rate
(%) Maturity RMB'000
B Current
SFITEF—®EIEA  Bank loans-unsecured HIBOR+ 2018 781,110 HIBOR+ 357,800
(RENRER) (due for repayment on 0.6-0.7 0.81
demand)
BITER—BEMR Bank loans-secured 2.6-3.7 2019-2022* 882,992 2.6-3.5 2019-2021 883,633
(REXER) (due for repayment on
demand)
1,664,102 1,241,433
* ZERITEEFARDESG  RERR @ These bank borrowings are included in current liabilities as the banks have

THERBERNABERERUNRSE
RMBRE-—FEBAEEER  RE
RAKBEEERNRT 2 EM A -

an overriding right to call for cash repayment on demand at any time
without further reference to the Group and to demand settlement of any
balance owing by the Group to the banks.

wnEpEmzrsRan  f5  wmws 2017
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

22.5TERITEE mw 22. INTEREST-BEARING BANK BORROWINGS

(Continued)

W Analysed into:

RBERX
Unaudited

—E—tF
XA=+H
30 June
2017
ARET T
RMB’000

AR THIEREE 2 R7TE K Bank loans and overdrafts repayable:

FEX

—FERNHIZENR Within one year or on demand 1,664,102 1,241,433

@ RZE—tHEXA=+B AR
EHUET BLIRARKE-

by AEBEETRITERDBTARE
(i

) AEBETREEREBEZ
BEH - RZE2E-—tFA=
+TRAZEEEALAEHNAR
#£933,096,0007C ( = T — X
F+ZA=Z1+—H8: ARK
612,791,0007T) ; &

(i AEEzHETEHTHE
- 3E A R #500,000,000 7T
—TE-RF+ZA=Z+—

B : AR#¥500,000,0007T)

(a

(b)

As at 30 June 2017, the borrowings were denominated in United
States dollars, Hong Kong dollars and RMB.

Certain of the Group’s bank loans are secured by:

(i) mortgages over certain of the Group’s equipment and
plant, which had an aggregate carrying value as at 30 June
2017 of approximately RMB933,096,000 (31 December
2016: RMB612,791,000); and

(i)  the pledge of certain of the Group’s time deposits
amounting to RMB50,000,000 (31 December 2016:
RMB500,000,000).

Shenzhou International Group Holdings Limited 4 6 INTERIM REPORT 2017
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
HE-_T—+FxA=+HI/NMEA Forthesixmonths ended 30 June 2017

23. R EF 23. CONVERTIBLE BONDS

RBEX LEZ
Unaudited Audited
—E—+tF —E—RF
AA=t+H +ZA=+—H
30 June 31 December
2017 2016
AR®B T ARET T
RMB’000 RMB’000
RZE—MFXA+NAR Face value of convertible bonds
Bz MRESRZEE issued on 18 June 2014 3,097,380 3,097,380
BITEH Issuing expenses (53,790) (53,790)
o Equity component (197,140) (197,140)
T —MMF A ‘H\ EI Liability component on initial recognition
ML HERE B EE on 18 June 2014 2,846,450 2,846,450
[EREF 2 Effect of exchange rate changes 298,358 373,834
2=t pﬂﬁﬁ}zﬂi Accumulated finance costs 271,971 231,023
=ENEIE) Interest paid (41,823) (41,162)
L= R/NIE] B N Converted to shares of the Company (2,849,059) —
BEBY Liability component 525,897 3,410,145

RZT—MFAA+TNB - AREHET On 18 June 2014, the Company issued convertible bonds which will be
7N 4 42%83,900,000,000 T =F — 11 due on 18 June 2019, in the aggregate principal amount of
FRATNBEBZABRKRES 75 HK$3,900,000,000 with an initial conversion price of HK$38.56 (subject
BREAETRARQF L HK3S56HE T to adjustment) per ordinary share of the Company, and the coupon rate
(T FHE) ZFEEMNERIOSE BRI is 0.5%. Unless previously redeemed, converted, purchased or
RIEMER - EH% - BEFHE EAlZ cancelled, these bonds will be redeemed at 103.86% of their principal
LEEEBRIEBBIEAELE 2103.86% amount on the maturity date. On 13 June 2015, 11 June 2016 and 10
El\;%i BeR—_E—RHFAAA+=H =5 June 2017, the conversion price has been adjusted to HK$38.00,
—RNERAT+-—BEZZ— t FERXA HK$37.50 and HK$37.01 per ordinary share of the Company
+H KER-_ZT—HNF - —_FE—AHF respectively, upon the declaration of the final dividend of 2014, 2015
T -RERHKRERE - Tﬁ‘ﬂxfﬁ"%ﬂ
AR ETRA QAL ERKR38.00% T
37.50% 7t M37.018 T °

and 2016 respectively.

BEMDEEZBD 2 AAERATRK

The fair values of the liability component and the equity component

BHEBITHET -

BEBNDZARE  DIREMBRERE
T\TT‘*‘H&E’JE%Z%%?’ML?B 55 &f

cHBARERNO ZEE AR
%f”‘qﬂzﬁﬁﬁﬁq

RZE—+FEXA=ZTH AIRKRES
R REREREERS

were determined upon the issuance of the convertible bonds.

The fair values of the liability component was calculated using a market
interest rate of 3.55% for an equivalent non-convertible bond. The
residual amount, representing the value of equity component, is
included in reserves in shareholders’ equity.

The fair value of the convertible bonds approximated to their carrying
amounts as at 30 June 2017.

wnEmemersRasg 4[] s 2017
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

23. TR B EE 23. CONVERTIBLE BONDS (continued)
N-_E—+FEA=1tH B2E&5HE As at 30 June 2017, certain of bond holders have converted their bonds
B A 15 H 18 £ 3,286,000,00078 T 2 A] #& with face value of HK$3,286,000,000 into 87,632,300 ordinary shares
% & % 1 m R D A E i AR 87,632,300 of the Company.
Hﬁ o
24. &I 24. COMMITMENTS
B AR IE Capital commitments
RIEER
Unaudited
—E—+F
AA=+H
30 June
2017
AR¥ET T
RMB’000
BRIHERBAE Contracted, but not provided for:
HBEME BEMRE Acquisition of property,
plant and equipment 434,870 325,766
BETHMERE Acquisition of land use right 108,994 109,244
543,864 435,010
25. L REE 25. CONTINGENT LIABILITIES
RZE—tEtFA=+H XAEETE As at 30 June 2017, the Group had no significant contingent liabilities (at
ERFIABEBEB(ZE—ARF+ZA=F 31 December 2016: Nil).
— [\ M) o

Shenzhou International Group Holdings Limited 4 8 INTERIM REPORT 2017
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(a)

BEHREBMALT ZIFERS

AEEBRE_FT—LtFR_F—
RERNRA=ZTHIEXEREHLH
AL (BREERABEAUR
MR B R S 2 & R AT T

FEEARAR S -

oh H & B &7 5 Pl 7% #K 2 Bl ot (&)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
HE-_T—+FxA=+HI/NMEA Forthesixmonths ended 30 June 2017

26. RELATED PARTY TRANSACTIONS

(a) Continuing transactions with related parties

KRIEER
Unaudited

BEXNA=t+HLXEA
For the six months ended 30 June

The Group had the following continuing significant transactions
with its related parties, including directors and their associates
and companies controlled by the controlling shareholder, for the
six months ended 30 June 2017 and 2016:

—E—+F ZE—RF
2017 2016
AR¥ET T AR®ET T
RMB’000 RMB’000
MELFAEMNEEER QA Lease of apparel production properties
(RMEZED from Ningbo Shenzhou Properties
HERKEEYE Co., Ltd. (“Shenzhou Properties”)* 4,812 4,405
HFEMNE B EER QA Processing services provided by Ningbo
(M@ * Rz T Shenzhou Shitong Knitwear Co., Ltd.
AR 7% ("Shenzhou Shitong”)* — 8,377
MARGERBELBRA Purchase of packaging materials from
(TEmaRmATE]) Shaoxing County Huaxi Packaging
KEEYH Materials Company Limited
("Huaxi Packaging Company”)** 24,510 24,315
BOF R BN ET AL ENFE B BR 2 &) Printing service provided by Ningbo
([ZE ) SLF ) *+** Avery Dennison Shenzhou Knitting
IR ENIEAR 7% and Printing Co., Ltd. (“Ningbo
Avery")x** 36,268 25,739
* BMEERBAMNEBHARAFTH * Shenzhou Properties and Shenzhou Shitong are controlled by one
P—RMITE RS of the Company’s executive directors.
o EFEAEMARBEAQARHEP — **  Huaxi Packaging Company is controlled by the relatives of one of

BRMITEFZHBIZS -

ox BRVNMAREBEZME QT -
°© Ex?&%

W KRB LB R FE14AE RE

BHEREEZHEBAL

RSB S -

AEBATZRBERESEDRE
EFRRARRAEIZEEPREMHZA

FIE R MR ETT

the Company’s executive directors.

***  Ningbo Avery is an associate of the Group and is considered to be

the Listing Rules.

wnEpEmzReRsg O  wmEms 2017

a related party of the Group. This transaction does not constitute
continuing connected transactions as defined in Chapter 14A of

The purchases and lease from the related parties were made
according to the published prices and conditions offered by the
related companies to their major customers.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BHE-_ZT—+FXA=1+HI1E/~M8A Forthe six months ended 30 June 2017

26. BB A LR 5w 26. RELATED PARTY TRANSACTIONS (continued)
(b) EEEAEE A £ 2488 (b) Outstanding balances with related parties
NEBEHERMATEIUNTLES The Group had the following balances with its related parties:
RCEX
Unaudited
—E—+tF
~NA=1+H
30 June
2017
ARBT R
RMB’000
JRE L B B A - 3E Amounts due from related parties
-HE 5 1H — Trade related
RME Shenzhou Properties 444 70
=5 3 F Ningbo Avery 1,383 756
1,827 826
JER—Z B A LA Amounts due to a related party
-HE 5 — Trade related
EEBEMAF Huaxi Packaging Company 2,384 —
() TEEBAEME (c) Key management compensation
RIEERZ
Unaudited

BEAA=THLAMEA

For the six months ended 30 June

—E—+tF

2017

ARETT

RMB’000

e REAMREH Salaries and other short-term

& B 1& 7 employee benefits 12,087 11,988
BH B3 12 12 A Post-employment benefits 69 63
12,156 12,051

Shenzhou International Group Holdings Limited 5 0 INTERIM REPORT 2017



TERFRHER

HE-_Z—+tEXA=1+HLEAEA A&
BmAREFP 2 HEENBIEEELNS3% (H
EZFT—RFXNA=ZTHLEANEA:83%) -
AEEEBRAHES CRBEGBREEY
N (HE—ZE—"FNA=Z+THILAMEA:
31%) AGEFHEHIERP REEEHR
EHAERGEANEREER -

EERBFEXRBNER

REBEE-_Z—tFRNA=1TRHLREA &
EMEREARFNEEAMNERRFA D
FZEMEBEEETAER -

RA D

]

EERESTBAE
AR EER XS

IR

Z

RZB—+FRXA=+H BEEFEHPE
GOITEZRBEGI D EXNVHETREED
MEMERRANEBEBARXSMBER QA
(B2 )) - WARIERE 75 & B & 15 0 58 352 1%
MEEZECMAE: ARBELTRUAL
MBETAEFETELFRIFINEETR(R
ETHNDEMERARBMBRA BEAR
AEERERITRABHEEARALERAH
EE(REFRBERIIEXVE ZBE) 2K
- MHEkhREESE2EZLAR (BRER
BRESFMERIZZEFRXEIANXEFES
FERTRABERBEIREERE 2R R
KRBT

Hfith &
OTHER INFORMATION

MAJOR CUSTOMERS AND SUPPLIERS

For the six months ended 30 June 2017, the Group's sales to the top five
customers accounted for approximately 83% (for the six months ended 30
June 2016: 83%) of its total sales. The Group’s purchases from the top five
suppliers accounted for approximately 32% (for the six months ended 30
June 2016: 31%) of its total purchases. The Group aims at maintaining the
long-term cooperative relationship with reputable customers and suppliers in
order to expand its business.

DIRECTORS' INTERESTS IN COMPETING
BUSINESSES

For the six months ended 30 June 2017, none of the Directors had any
interest in any business competing with the Company or any of its
subsidiaries.

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN THE
SHARES OF THE COMPANY

As at 30 June 2017, the interests and short positions of the Directors and
chief executive of the Company in the shares, underlying shares and
debentures of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO"))
which were notified to the Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which were held or deemed to
be held by any such directors or chief executive under such provisions of the
SFO) and were recorded in the register maintained by the Company pursuant
to section 352 of the SFO, or which were notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code") contained in the Listing Rules,
were as follows:

wnmEmemzrsrsg  §  wmms 2007
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OTHER INFORMATION (CONTINUED)

RAEQATEBRFPZHR

Long positions in ordinary shares of the Company

AR E BT

% £ Bt 5 S RERER BRHEHE BRAEBNED L

Approximate Percentage

of the Issued Share

Name Notes Capacity and Nature of Interest Number of Shares  Capital of the Company

BREEE 1 NEER 750,332,500 50.47%

Mr. Ma Jianrong 1 Corporate interest 750,332,500 50.47%

Bk s 2 NSIE: 84,936,500 5.71%

Mr. Ma Renhe 2 Corporate interest 84,936,500 5.71%
M 5E Notes:

RZZBE—tEXNA=Z1H HEERARQT
(TH&E] " FRREBELXHSEMRIZEH
RAR)FHAE750,332,500 %5 MTEFH®
EAERAT(TEE]) BMX(HK)LTD.([BMX])
RAECEERAR(HED B DB E Z
A & #780.08% + #713.92% K #76.00% 2 #
HeTER(—RREABRZESTFMAILZ
ERARBHBELREEL2EHRE - BMX(—
FREBELHSHMAIZERAR BAE
EMEE(AERETEZHAREEAL
EZRBEB)ZERB -NE(—FRREBEK
HEAMRIZERRAR) BGEEELEE (A
BREEEZRXR)2ERE - BEESH R
EGG BREEEHBARBEMBEZ
750,332,500 & B {7 R A s o

R-E—tFXNA=Z1+H Ec£EER2
AlEs]l " XRRNEBRELHES MY
2 BB Q A A84,936,5000% A% 1 » fMCC
Group Ltd. (IMCC) R A& BE TR EHEE
KRE(BEHATESIFEREAERRES X
1)) B2 B A %R E)72.94% K% 27.06% 2 #
@moMCC(—RREBRELBEESEMRIZE
RARBHRTESSFLCANEE(BEELL
EZER)EERE REZHFRHAEKH
BLCAMEERR AR E =T A 284,936,500
BB 7 R g i 2 o

Shenzhou International Group Holdings Limited

As at 30 June 2017, 750,332,500 Shares were held by Keep Glory Limited (“Keep
Glory™), a company incorporated in the British Virgin Islands with limited liability,
which in turn was owned as to approximately 80.08% by Splendid Steed
Investments Limited (“Splendid Steed”), approximately 13.92% by BMX (HK)
LTD. (“BMX") and approximately 6.00% by Super China Enterprises Limited (“Super
China"). Splendid Steed, a company incorporated in the British Virgin Islands with
limited liability, is wholly owned by Mr. Ma Jianrong. BMX, a company
incorporated in the British Virgin Islands with limited liability, is wholly owned by
Mr. Huang Guanlin (brother-in-law of Mr. Ma Jianrong and son-in-law of Mr. Ma
Baoxing). Super China, a company incorporated in the British Virgin Islands with
limited liability, is wholly owned by Mr. Ma Baoxing (father of Mr. Ma Jianrong).
By virtue of the SFO, Mr. Ma Jianrong is deemed to be interested in the
750,332,500 Shares held by Keep Glory.

As at 30 June 2017, 84,936,500 Shares were held by Fairco Group Limited (“Fairco”),
a company incorporated in the British Virgin Islands with limited liability, which in
turn was owned as to 72.94% by MCC Group Ltd. (“MCC") and 27.06% by
certain senior management of the Group including Mr. Wang Cunbo and Ms.
Chen Zhifen (they are executive Directors). MCC, a company incorporated in the
British Virgin Islands with limited liability, is wholly owned by Mr. Ma Renhe, an
executive Director and cousin of Mr. Ma Jianrong. By virtue of the SFO, Mr. Ma
Renhe is deemed to be interested in the 84,936,500 Shares held by Fairco.

INTERIM REPORT 2017
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Hith & (8)
OTHER INFORMATION (CONTINUED)

Save as disclosed above, as at 30 June 2017, none of the Directors and chief
executive of the Company had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures of the Company and
its associated corporations (within the meaning of Part XV of the SFO), which
were recorded in the register maintained by the Company pursuant to section
352 of the SFO or which were notified to the Company and the Stock
Exchange pursuant to the Model Code.

At no time during the reporting period was the Company, or any of its
holding companies, its subsidiaries or its fellow subsidiaries a party to any
arrangement to enable the Directors or chief executive of the Company
(including their spouses and children under 18 years of age) to benefit from
the acquisition of the shares or underlying shares in, or debentures of, the
Company or its associated corporations.

SUBSTANTIAL SHAREHOLDERS' INTERESTS
AND SHORT POSITIONS IN THE SHARES OF
THE COMPANY

At 30 June 2017, the following persons who held interests in 5% or more of
the issued share capital of the Company, other than the Directors of the
Company, were recorded in the register of members required to be kept by
the Company pursuant to section 336 of the SFO:

Long positions in ordinary shares of the Company

HAEQARE BT

28 Ff & S RERER BR&EE BABEAES
Approximate Percentage

of the Issued Share

Name Notes Capacity and Nature of Interest Number of Shares  Capital of the Company
IS 1 EmEB A 750,332,500 50.47%
Keep Glory 1 Beneficial owner 750,332,500 50.47%
TES 1 NAIER 750,332,500 50.47%
Splendid Steed 1 Corporate interest 750,332,500 50.47%
) 2 EmEAA 84,936,500 5.71%
Fairco 2 Beneficial owner 84,936,500 5.71%

B MBI RR S IR AR B R 22 A
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OTHER INFORMATION (CONTINUED)

& A R E BT

= B 5 S RERER RO & E BRABHBED

Approximate Percentage

of the Issued Share

Name Notes Capacity and Nature of Interest Number of Shares  Capital of the Company

MCC 2 NS 84,936,500 571%

MCC 2 Corporate interest 84,936,500 5.71%
P 3 - Notes:

R-EBE—tEXNA=Z1TH HER(—FKR
EBELBEEMRIZARAR)EE
750,332,500 f& 1n - i F £ 5 - BMX & FIl 2
B9 B ¥ A& 7% 2 7180.08% * 13.92% % 6.00%
2 TES(—RRABELES MK
VZERRR)HGERELEEZERE - BMX
(—EXREBRELBEFAMRIZERAA)
HEENREE2EREBE - ME(—RREBE
ZHEEMALZERAR)HBEE &L 4
(AEREEEZRB)2ERB - REES
LAEGEY TESHRARBEMBAEZ
750,332,500 & izt R HE A s o

R-FE—tEXNA=ZFTH Ba(—KR
EBELBEEMRIZARAR)EE
84,936,500 %15 MMCC R ALEBEE T &k
ERERB(BRBRATESTIHEREEERKRE
S 4) B9 B E A % A 5172.94% &% 27.06%
ZHEE MCC(—RAEBRELAEAS MK
ZHERARBEUTEEECNELE (AR
BEFEZEN)ZEHRE BEZFHERBER
Bl - MCCH AR AR E = FTi% B 2 84,936,500 1%
B ERRER-

Shenzhou International Group Holdings Limited 54

As at 30 June 2017, 750,332,500 Shares were held by Keep Glory, a company
incorporated in the British Virgin Islands with limited liability, which is owned as
to 80.08% by Splendid Steed, 13.92% by BMX and 6.00% by Super China.
Splendid Steed, a company incorporated in the British Virgin Islands with limited
liability, is wholly owned by Mr. Ma Jianrong. BMX, a company incorporated in
the British Virgin Islands with limited liability, is wholly owned by Mr. Huang
Guanlin. Super China, a company incorporated in the British Virgin Islands with
limited liability, is wholly owned by Mr. Ma Baoxing (father of Mr. Ma Jianrong).
By virtue of the SFO, Splendid Steed is deemed to be interested in the
750,332,500 Shares held by Keep Glory.

As at 30 June 2017, 84,936,500 Shares were held by Fairco, a company
incorporated in the British Virgin Islands with limited liability, which is owned as
to 72.94% by MCC and 27.06% by certain senior management of the Group
including Mr. Wang Cunbo and Ms. Chen Zhifen (executive Directors). MCC, a
company incorporated in the British Virgin Islands with limited liability, is wholly
owned by Mr. Ma Renhe, an executive Director and a cousin of Mr. Ma Jianrong.
By virtue of the SFO, MCC is deemed to be interested in the 84,936,500 Shares
held by Fairco.
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OTHER INFORMATION (CONTINUED)

Save as disclosed above, as at 30 June 2017, no person, other than the
Directors, whose interests are set out in the section headed “Directors and
Chief Executive’s Interests and Short Positions in the Shares of the Company”
above, had interest or short position in the shares and underlying shares of
the Company that was required to be recorded pursuant to section 336 of the
SFO.

DIVIDEND

At the Company’s annual general meeting held on 26 May 2017, the
shareholders of the Company approved the payment of a final dividend of
HK$1.20 (equivalent to approximately RMB1.07) (including a special dividend
of HK$0.35) per share for the year ended 31 December 2016 to the
shareholders whose names appeared on the register of members of the
Company at the close of business on 9 June 2017. The dividend was paid by
the Company on 14 June 2017 in cash.

The Board had resolved to declare an interim dividend of HK$0.70 (equivalent
to approximately RMBO0.61) per share for the six months ended 30 June 2017 (for
the six months ended 30 June 2016: Nil) to the shareholders whose names
appeared on the register of members of the Company at the close of business
on 8 September 2017. The interim dividend is expected to be paid on 26
September 2017.

Closure of Register of Members

To ascertain shareholders’ entitlement to the interim dividend, the register of
members of the Company will be closed from 6 September 2017 to 8
September 2017, both days inclusive, during which period no transfer of the
shares of the Company will be effected. To qualify for the interim dividend, all
transfers of shares accompanied by the relevant share certificates must be
lodged with the Hong Kong branch share registrar and transfer office of the
Company, Computershare Hong Kong Investor Services Limited, at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai,
Hong Kong by no later than 4:30 p.m. on 5 September 2017.

CORPORATE GOVERNANCE

On 9 October 2005, the Board adopted its own Code of Corporate
Governance, which covers all of the code provisions and most of the
recommended best practices of the Code On Corporate Governance Practices
(the "CG Code") as set out in Appendix 14 to the Listing Rules.
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The Company has complied with all the code provisions of the CG Code
throughout the six months ended 30 June 2017. There have not been any
material changes to the Company’s corporate governance practices during
the reporting period as compared with the information disclosed in the 2016
annual report.

Terms of Reference of Board Committees

The terms of reference for each Board committee and the list of Directors and
their roles and functions have been published on the websites of the
Company and the Stock Exchange, respectively.

Responsibilities of Directors

All Directors should participate in continuous professional development to
develop and refresh their knowledge and skills pursuant to the code provision
A.6.5 set out in the CG Code. The Company has arranged for continuous
professional development on the updates of the Listing Rules and the related
legal and regulatory requirements for the Directors.

Corporate Governance Functions

The Company has adopted the terms of reference for corporate governance
functions on 26 March 2012 in compliance with the code provision D.3 set
out in the CG Code, effective from 1 April 2012. Pursuant to the terms of
reference of the corporate governance functions, the Board shall be
responsible for developing and reviewing and/or monitoring the policies and
practices on corporate governance of the Group; training and continuous
professional development of the Directors and senior management and
making recommendations; compliance with legal and regulatory requirements;
the code of conduct and compliance manual (if any) applicable to employees
and the Directors; and the Group’s compliance with the CG Code.

Communications with shareholders

Pursuant to the code provision E.1.2 set out in the CG Code, the Company
invited representatives of the external auditors of the Company to attend the
annual general meeting of the Company held on 26 May 2017 to answer
shareholders’ questions about the conduct of the audit, the preparation and
content of the auditors’ report, the accounting policies and auditors’

independence.

The Company has adopted a shareholders’ communication policy and
procedures for shareholders to propose a person for election as a Director
with effect from 26 March 2012. Such policy and procedures are available on
the website of the Company.
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OTHER INFORMATION (CONTINUED)

SECURITIES TRANSACTIONS OF DIRECTORS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in the Listing Rules as the Company’s
code of conduct regarding Directors’ securities transactions (the “Securities
Trading Code”). A copy of the Securities Trading Code is provided to all
Directors on their appointment. Reminders will be issued twice a year, being
30 days prior to the Board meeting approving the Company’s interim results
and 60 days prior to the Board meeting approving the Company’s annual
results, reminding the Directors that they are not allowed to deal in the
Company'’s securities prior to the announcement of results (the period during
which the Directors are prohibited from dealing in shares) and that all
transactions must comply with the Securities Trading Code. Upon specific
enquiries on this matter, all Directors have confirmed their strict compliance
with the relevant provisions of the Securities Trading Code throughout the six
months ended 30 June 2017.

Senior management may possess unpublished price-sensitive information or
inside information due to their positions in the Company, and hence, are
required to comply with the dealing restrictions under the Securities Trading
Code.

CHANGES TO INFORMATION OF
DIRECTORS

During the six months ended 30 June 2017, there were no changes to the
information which are required to be disclosed and has been disclosed by
Directors pursuant to paragraphs (a) to (e) and (g) of Rule 13.51(2) of the
Listing Rules.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Save as the issuance of 87,632,300 ordinary shares of the Company pursuant
to conversion of the convertible bonds of the Company, neither the Company
nor any of its subsidiaries has purchased, redeemed or sold any of the
Company'’s listed securities for the six months ended 30 June 2017.
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SHARE OPTION SCHEME

No share option scheme was operated by the Company as at 30 June 2017.

THE BOARD

The Board is responsible for governing the Company and managing assets
entrusted by the shareholders. The principal responsibilities of the Board
include formulating the Group’s business strategies and management
objectives, supervising the management and evaluating of the effectiveness of
management strategies.

As at the date of this report, the executive Directors are Mr. Ma Jianrong, Mr.
Huang Guanlin, Mr. Ma Renhe, Mr. Wang Cunbo and Ms. Chen Zhifen; and
the independent non-executive Directors are Mr. Chen Xu, Mr. Jiang Xianpin
and Mr. Qiu Weiguo. On 1 January 2017, Ms. Zheng Miaohui resigned as an
executive Director of the Company and Mr. Cheng Genxiang resigned as an
independent non-executive Director of the Company. On 2 June 2017, Mr. Xu
Changcheng resigned an independent non-executive Director of the
Company.

AUDIT COMMITTEE

The Company established the Audit Committee in compliance with Rules 3.21
to 3.23 of the Listing Rules on 9 October 2005. As of the issuance of this
report, the Audit Committee comprises three independent non-executive
Directors, namely Mr. Jiang Xianpin, Mr. Chen Xu and Mr. Qiu Weiguo. Mr.
Jiang Xianpin is the Chairman of the Audit Committee. His expertise in
accounting, auditing and finance enables him to lead the Audit Committee.
On 1 January 2017, Mr. Chen Genxiang resigned as the member of the Audit
Committee.

The principal responsibilities of the Audit Committee are to conduct critical
and objective reviews of the Group’s financial and accounting practices, risk
management and internal controls. These include determining the nature and
scope of statutory audit, reviewing the Group’s interim and annual accounts
and assessing the completeness and effectiveness of the Group’s accounting
and financial controls.
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OTHER INFORMATION (CONTINUED)

The terms of reference of the Audit Committee are consistent with the
recommendations as set out in “A Guide for Effective Audit Committee”
published by the HKICPA and the provisions of the CG Code, and are updated
and amended according to the relevant requirements from time to time.

The Audit Committee has reviewed with the management the accounting
principles and practices adopted by the Group and discussed matters relating
to auditing, risk management, internal control and financial statements,
including a review of the unaudited financial statements for the six months
ended 30 June 2017.

REMUNERATION COMMITTEE

The Company established the Remuneration Committee in compliance with
the CG Code on 9 October 2005. As of the issuance of this report, the
Remuneration Committee comprises Mr. Ma Renhe, an executive Director,
Mr. Chen Xu and Mr. Jiang Xianpin, independent non-executive Directors. On
1 January 2017, Mr. Chen Genxiang resigned as the chairman of
remuneration committee and Mr. Chen Xu is appointed to fill the vacancy,
hence, Mr. Chen Xu is the Chairman of the Remuneration Committee.

The principal responsibilities of the Remuneration Committee are to make
recommendations to the Board on the overall remuneration policy and
structure for the Directors and senior management and on the establishment
of a formal and transparent process for approving such remuneration policy.
The Remuneration Committee makes recommendations to the Board on the
remuneration packages of individual executive directors and senior
management. No Director will take part in any discussion on his or her own
remuneration.

The Company’s objective for its remuneration policy is to maintain fair and
competitive packages based on business requirements and industry practice.
In order to determine the level of remuneration and fees paid to members of
the Board, market rates and factors such as each Director's workload,
responsibility, and job complexity are taken into account.
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NOMINATION COMMITTEE

The Company established the Nomination Committee on 9 October 2005. As
of the issuance of this report, the Nomination Committee comprises Mr. Ma
Jianrong, an executive Director, Mr. Qiu Weiguo and Mr. Jiang Xianpin, both
independent non-executive Directors. Mr. Ma Jianrong was the Chairman of
the Nomination Committee.

The principal responsibilities of the Nomination Committee are to identify
candidates with suitable qualifications as Directors, select and nominate such
candidates for directorship and provide recommendations to the Board
accordingly; regularly review the structure, size and composition (including
skills, knowledge and experience) of the Board and make recommendations
to the Board for any proposed changes.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the
knowledge of the Directors, at least 25% of the Company'’s total issued share
capital was held by the public as at the date of this report.

By Order of the Board

Shenzhou International Group Holdings Limited
Ma Jianrong

Chairman

Hong Kong, 20 August 2017

60

INTERIM REPORT 2017



SHENZHOU INTERNATIONAL
GROUP HOLDINGS LIMITED
ENE PR SR E 2B /PR A R

NINGBO OFFICE
ERMER

18 Yongjiang Road
Ningbo Economic and Technical
Development Zone
Ningbo, Zhejiang Province, PRC

PRI A ER N
R AR T 2R
BB 1857

Tel B5% : (86) 574 8698 0102
Fax f5E : (86) 574 8698 0162

HONG KONG OFFICE
FRWER

Unit 2708, 27th Floor
Billion Plaza

8 Cheung Yue Street
Kowloon, Hong Kong

BB NBERNES
BRES27182708%

Tel B3E 1 (852) 23104919
Fax f£& : (852) 2310 4929

SHANGHAI OFFICE
LSRR

26th Floor You Yi Time Building
159 Zhao Jia Bang Road

Xu Hui District

Shanghai, PRC

PR ESRER
ERBRK1599
EERERRKE261E

Tel B5E : (86) 21 6403 1166
Fax X : (86) 21 5496 0947




	封面

	目錄
	公司資料
	二零一七年中期財務撮要
	管理層討論及分析
	中期綜合損益表
	中期綜合全面收益表
	中期綜合財務狀況表
	中期綜合權益變動表
	中期綜合現金流量表
	中期簡明綜合財務報表附註
	其他資料
	封底


